

June 11, 1971 


EASTERN ECONOMIST 


TARGET: TOMORROW 


How IBM as a corporate citizen 

is working towards 

the country’s hopes and aspirations. 



India is a country with great expectations, 
marching towards a future that offers more to 
more people. 

Participating in this nation-building task is 
IBM. By making India's first computers, it is 
accelerating the nation's economy. Making 
optimum use of scarce resources and 
releasing locked-up capital for productive 
investment. IBM computers are helping Indian 
companies win foreign markets. 


More. 

Computers are opening up new careers, 
creating new techniques and skills. IBM is 
passing on its world-wide technological 
know-how to about 400 vendors in India to 
make computer-age components. IBM 
India-made equipment is also exported to 40 
countries. 

IBM is privileged to be involved In the 
challenge of building a new tomorrow. 


mcm/ibm/ 132 


Partners in progress 



w cm fast '202 


June II, 1971 


SPECIAL BUDGET NUMBER 


997 


TUBES WITH EXPORT PERSPECTIVE 




BHARAT STEEL TUBES 


Perrpective fer expansion 
ppvolcp’.na India 5 export potential. 

RST i-i involved with tin? expansion 
tammy valuable fmeiyn exchunae tor India. 

With Pipes 

Pipe? finished to mioro-irqu:re:nen!s 
Q\] illty pip-^r, manufactured to Intel national specifications, 
i ij lxj f'rtLd to thirty twt r unthes round tne world 
Pipe? that havr- put hd'.i 
rri th** ••Xpert mark* t£ of tin* world. 

This i:- PcMipeutivu at PUT 

D3T — Striving towards new horizons 


Sole Selling Agents : 

Messrs RAUNAQ & CO. PVT. LTD. 14/15-F Connaught Place, New Delhi-1. 












998 


EASTERN ECONOMIST 


June 11, 1971 


This year 13 million more 
will share pot-luck with us 

so we have some down to earth ideas cooking 


The thought of 13 million more for dinner every year puts food on your 
mind. Even a small helping for each means millions of tonnes of food grain. 
How arc you going to dish it out? By prodding the earth to produce more. 
That brings us to fertilizers. One tonne on 30 hectares means au extra 
10 tonne production of food grain. 


We don’t make the fertilizers but we play a major role in manufacturing and 
installing fertilizer plants. That’s one industry we’ve thought of in a big 
way. The largest evaporator crystallizer in India 
was made by us for a fertilizer complex. Other jobs 
include fabrication of all kinds of process plant 
and equipment for the chemical industry. In fact 
wc design, manufacture and instal plant and 
machinery for every vital industry. 

Serving major industries is demanding work. 

We do it by building up our engineering 
expertise. By adapting foreign technology. By 
developing manufactuiing techniques. And by 
encouraging technical talent. After 30 years, we 
have over 10,000 engineers, technicians, 
computer programmers, skilled welders and 
workers and other specialised personnel in our 
associate and subsidiary companies and in our 
network of offices all over India. 
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THE BUDGET ANALYSED 

What Price Socialism? 


V BALASUBRAMANI AN 


Acting under the directions of the government of which he is a member and Mrs 
Indira Gandhi the leader, the Finance Minister, Mr Y.B. Chavan, had clearly set 
himself certain political goals in framing the tax proposals of the central budget 
for the financial year 1971-72. While I do not approve of his or the ruling 
party’s ideology as displayed here, l would readily give him credit for making 
effective moves in implementing that ideology. 

The prime aim of his budget is to make a frontal attack on the higher levels 
of property or income with a view to achieving a reduction in economic inequalities 
through a process of levelling down.The social and economic consequences of this 
egalitarianism could be endlessly debated, although there will be common argu¬ 
ment on the two basic principles that any society which calls itself civilised must 
build up a progressive diminution of mass poverty as well as regulate in the larger 
interests of the community the earning, possession or enjoying of wealth by its 
more affluent members. What is not open to question, however, is the political 
appeal in a poor country such as ours of a programme of government action 
which would make the rich less rich even without necessarily helping to make the 
■ poor less poor at the same time. 

The success achieved by the ruling party at the recent general election, despite 
ail the qualifications that will be made or the limitations that will be placed on 
its quality or extent, has established the fact that there is very considerable 
popular support for a political programme for the state appropriating from those 
with higher incomes or larger wealth increasingly larger parts of their earnings or 
capital. Taking note of this fact and in an attempt naturally to turn it to the 
political advantage of his party, Mr Chavan has produced a demagogic budget 
which has not only met with general popular approval for its egalitarian pro¬ 
posals but is also bound to create further pressures on the government for 
advancing more rapidly in the same direction in future. 

The Finance Minister, as may be expected, has not been apologetic about his 
‘soak the rich’ tax proposals. On the contrary he has exploited its political value 
to the full by emphasising more than once in the course of his budget speech both 
the urgency and the importance Which the government attaches to the process of 
bringing down the higher levels of income or wealth. Considered in terms of the 
political motivation of the budget, the Finance Minister’s proposals relating to 
direct taxation have clearly fulfilled their aim. On the day following the budget, 
officials of the Finance Ministry stated at a press conference that, in the case of 
wholly earned incomes, the increase in the surcharge from 10 percent to 15 per cent 
on incomes exceeding Rs 15,000 per annum, would impose a virtual ceiling at the 
level of income of Rs 5,500 net of tax a month. Beyond this limit, a man will 
have to earn as much as Rs one lakh in order to add Rs 200 a month to his income. 
This is because the tax rate at this level comes to 97.5 per cent. 

Where a person derives his income half from earnings and half from pro¬ 
perty and the return of the property is eight per cent, it would become a liability 
to have net wealth of more than Rs 17.5 lakhs, since the total incidence of the 
income-tax (after the increase proposed in the budget) and the wealth tax (in 
the case of which Mr Chavan has announced a uniform rate of tax of eight per 
cent on any wealth above Rs 15 lakhs as against the current rate of four per 
cent on any wealth between Rs 15 lakhs and Rs 20 lakhs and five per cent on any 
wealth above Rs 20 lakhs) would eat into his wealth. In case the entire income 
is from property (other then urban land on which the wealth tax is higher), the 
effective ceiling would be about Rs 16 lakhs beyond which the return would be 
"negative', since the lax would be higher than the return. If a person owns urban 
property, the effective ceiling would be Rs 8 lakhs when his disposable income is 
Rs 8000. Owning wealth beyond this limit would act negatively on his income. 

There could of course be an argument about the ceilings on income or wealth 
sought by the direct tax proposals in the central budget. It is possible that the 
more exuberant Leftists within the ruling party or outside may assert that Mr 
Chavanhasnot gone far enough. But the fact remains that, for the first time since 
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ail assault on higher levels of income or 
wealth has been accepted as a clear 
political programme of the ruling party, 
an attempt has been made to use the 
fiscal instrument as an eiTcctive means 
of egalitarianism. There can be no 
doubt now that this government has 
proved itself to be in dead earnest about 
the transfer of income or wealth, if not 
from the rich to the poor, at least 
from the rich to the public exchequer. 

In these circumstances it is rather 
academic to discuss the possible econo¬ 
mic consequences of this fiscal program¬ 
me fur raiding the income or capital 
of the affluent. The government's 
position apparently is that penal taxa¬ 
tion on higher levels of incomes or 
wealth cannot have any adverse impact 
on economic growth and, even if it has, 
the price Would be worth pa>ing for 
achieving political stability or social 
equality in a country where far too many 
are poor while the Well-to-do are re¬ 
latively few in number. Mr Chavan 
Would clearly be on firm ground should 
he choose to plead that, even if his bud¬ 
get proposals have opted for a reduction 
in the gap between the rich and the poor 
at the cost of some loss of pace in 
national economic growth, he had 
acted in the light of the political 
programme which has only recently 
been endorsed by the electorate 

Promoting Short-term Interests 

The argument, of course, need not 
necessarily end here. Some of us (who 
too have as large a stake in the future 
of our country and welfare of its people 
as the leader or leaders of the govern¬ 
ment now in power at the centre) may 
still argue that the ruling party has 
taken advantage of an immature demo¬ 
cracy to promote its own short-term 
interests at the expense of the long-term 
interests of the nation. Here, however, 
the debate would essentially be in terms 
of differing views on how far taxes 
could cut into income or property 
without damaging initiative or enter¬ 
prise among individuals or capital for¬ 
mation in the community. 

This is apart from the larger social 
or even philosophical question whether 
the state could go beyond a point in 
limiting the freedom of the individual 
in enjoying or possessing his income or 
wealth, without curtailing in the pro¬ 
cess some of the valuable elements in 
the liberty of the individual in a demo¬ 
cratic community. While the issue of 
the ability of the individual to save and 
invest in circumstances of increasingly 
drastic taxation of income or wealth is 
relatively simple and the answer in broad 
terms could be that this ability does 
get hurt, there could be endless discus¬ 
sion about the precise nature of the im¬ 
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pact of such taxation on the willingness 
of individuals to work harder or dis¬ 
play initiative or enterprise. This is 
because of the fact that the element of 
‘willingness' attracts a whole series of 
considerations including those relating 
to complex behaviour patterns deter¬ 
mined essentially by specific individual 
or group psychology. 

II 

Last year when Mrs Gandhi took it 
upon herself to function as the Finance 
Minister in order to preside over the 
liquidation of most of the commercial 
banking in the country, she also assum¬ 
ed the task of presenting the central 
budget for 1970-71. The direct tax 
proposals in that budget were directed 
mostly against personal incomes. The 
more optimistic persons or personalities 
in the business world allowed them¬ 
selves to imagine that this indicated that 
the government would at least follow a 
liberal fiscal policy with regard to capi¬ 
tal formation in the corporate sector. 
This of course was wishful thinking, as 
this journal pointed out on that occa¬ 
sion. Mr Chavan's proposals for in¬ 
creasing direct taxation have treated 
corporate revenues and capital with 
the same harshness as they have shown 
in dealing with personal incomes or 
wealth. 

The rate of surtax on company 
profits has been increased from 25 
per cent to 30 per cent in the case of 
chargeable profits in excess of 15 per 
cent of the capital employed. The inci¬ 
dence of tax on long-term capital gains 
has been increased in the case of com¬ 
panies as well as individuals. In the case 
of non-corporate assessees the deduc¬ 
tion from long-term capital gains allowed 
in calculating the taxable income is 
being reduced from 45 per cent to 35 
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per cent where such gains relate to 
lands and buildings and from 65 per 
cent to 50 per cent in respect of 
other capital gains. In the case of com¬ 
panies, the rates of tax are being in¬ 
creased from 40 per cent to 45 per cent 
in respect of gains relating to lands and 
buildings and from 30 per cent to 
35 per cent in respect of other capital 
gains. 

Again the deduction of income up 
to Rs 3000 in the aggregate from invest¬ 
ments in specified financial assets 
which was provided fSr last year will 
from now on be admissible only to indi¬ 
viduals and Hindu undivided families. 
Corporate assessees, in other words, 
will no I be enjoying this concession 
hereafter. The concessional tax treat¬ 
ment of dividends received by foreign 
companies from a closely-held Indian 
company engaged in a priority industry 
will be discontinued; the foreign com¬ 
pany will be subjected to tax on such 
dividends at the usual rate of 24.5 
per cent. 

In the case of new industrial under¬ 
takings, ships and approved hotels, the 
tax exemption available for a period of 
five years has been diluted by a stricter 
definition of the capital employed for 
calculating the exempted level of pro¬ 
fits. It is now proposed that debentures 
and long-term borrowings are to be 
excluded in calculating the limit of 
sixty per cent of the capital for the 
purpose of exempting profits from tax. 
The priority industries which currently 
ei\joy a special tax exemption up to 
eight per cent of the profits will here¬ 
after have this concession limited to 
five per cent of the profits. 

Simultaneously, the Finance Minister 
has decided to prune the list of priorities 
While removing from it certain industries 
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Unfortunately little thinking has gone into 
the question of a rural programme. Of indi¬ 
vidual beneficent measures to improve the lot 
of the rural masses quite a legion have been 
suggested from time to time, all of which in 
their own way would undoubtedly be valuable. 
Thus seeds, fertilisers, water, co-operation, 
marketing, education and a host of such sug¬ 
gestions would all find ready assent among 
all. But these do not add up to a complete 
plan or to the presentation of a picture of an 
integrated and prosperous rural community. 
There has also been a great deal of un¬ 
resolved controversy between those who 
stand for industrialisation and those who 
pin their faith on village self-sufficiency and 
cottage industries. The National Planning 


Committee which, despite its occasional 
failings, has done much valuable pioneer¬ 
ing work, has sought to find common ground 
between these two apparently conflicting views; 
but judging from the persistence with which 
the All India Village Industries Association 
(another limb of the Congress, enjoying the 
N.P.C's blessing and support of Mahatma 
Gandhi) goes all the way out for cottage in¬ 
dustries at the expense of large scale and fac¬ 
tory industries, its efforts have not been a suc¬ 
cess. The loyalty of the provincial ministries 
and of their individual members to Gan- 
dhian programme of rural welfare renders it 
necessary to examine the economic basis of 
that programme and suggest correctives and 
alternatives to it. 
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which, in his view, command a favour¬ 
able market outlook and are therefore 
not in need of special tax treatment. 
The industries thus affected are alu¬ 
minium, motor trucks and buses, cement 
and refractories, soda ash, petrochemi¬ 
cals and automobile ancillaries. Finally, 
the Finance Minister has served notice 
that the development rebate now 
allowed on ships acquired or machinery 
or plants installed will cease to be 
operative after the 31st May, 1974. 

Comments on this part of Mr 
•Chavan’s budget proposals have taken 
note of one of their important aspects, 
which is that the central government 
now seems to have reached the conclu¬ 
sion that the mechanism of fiscal incen¬ 
tives is to be used only grudgingly for 
encouraging industrial expansion. Most 
observers however have overlooked the 
other important point that, through 
its proposals relating to the taxation of 
companies, the government has shown 
that it is not only antagonistic to the 
further enrichment of individual busi¬ 
nessmen or the expansion of business 
houses but also to the growth of large 
industrial units as such. This is why 
some of the fiscal proposals relating 
to the corporate sector are similar to 
those which have’sought to restrict per¬ 
sonal incomes or wealth. 

This applies, for instance, to the 
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changes proposed in taxation on long¬ 
term capital gains. An even more striking 
illustration is the increase in the rate 
of surtax on company profits which 
compares with the increase in the 
surcharge on income-tax in the case of 
individuals or Hindu undivided families. 
The government, in other words, seems 
to be opposed now not only to what it 
has chosen to describe as concentra¬ 
tion of wealth or economic power in 
the largest or the larger business houses 
as enumerated in the report of the 
Monopolies Commission but is also 
generally against the expansion of the 
bigger industrial units irrespective of 
their being connected—or not connected 
—with big business houses. By giving 
notice of the termination or dilution 
of fiscal concessions now available to 
industries in the priority sector or new 
industrial projects generally, the govern¬ 
ment has made it clear that it does not 
wish to be a party to companies build¬ 
ing up their assets with the aid of tax 
benefits and thereby growing bigger 
faster. More immediately, the increase 
in the rate of surtax on company profits 
seems designed to restrict further capital 
formation in the corporate sector 
and thereby weaken the ability 
of large industrial units to finance 
their further growlh with their retained 
profits. If the government’s fiscal policy 
continues to travel in this direction 
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in the coming years it would soon 
reach a point where it could effectively 
impose a freeze on the further growth 
of the larger industrial units, whether 
such units are controlled by the larger 
business houses or whether they are 
professionally managed, with their 
shareholdings disbursed among a large 
number of shareholders in more or 
less small lots. 

HI 

One of the more obvious criticisms 
of Mr Chavan’s direct tax proposals 
is that it would discourage saving. 
This proposition has to be discussed 
in detail. Although, contrary to widely 
entertained pre-budget expectations, the 
Finance Minister has not raised the 
minimum limit of incomes assessable 
to tax, he has effected certain 
modifications in the quantum of 
tax deduction available in respect of 
long-term savings (through life insu¬ 
rance, provident fund contributions etc.) 
which, along with the deductions allowed 
for conveyance, would make it possible 
for an employee with an annual 
income of Rs 6000 to avoid all liability 
to income-tax pro\ided he saves at 
least Rs 400 in the approved form. 
Here clearly is an incentive to assessces 
in the lower slabs to save more through 
life insurance or other approved forms 
of saving in order to escape or sub- 
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stantially reduce their liability to income- 
tax. 

The same sd.eme of tax deduction 
in respect of long-term saving in 
approved forms may also promote 
savings among assessees of higher slabs 
of income but in a different way. 
Whereas in the case of assessees at the 
lower levels of income this scheme would 
act as an incentive, in the case of people 
with higher incomes, especially those 
with incomes exceeding Rs ! 5,000 per 
annum, who have to pay a higher rate 
of surcharge, it would act as a com¬ 
pulsion to save more in order to take 
full advantage of the permissible quan¬ 
tum of deduction m respect of long¬ 
term saving. The Finance Minister, 
in other words, has sought to use this 
particular fiscal tool as a deterrent to 
not saving more, where assessees With 
larger incomes are concerned. Mr 
Chavan, to put it differently, seems to 
have worked out a formula lor com¬ 
pulsory savings from the more affluent 
sections of income-tax assessees. 

Limited Effect 

In the circumstances it is not un¬ 
likely that personal savings as a whole 
will rather improve than decline as a 
result of the tax proposals. This effect 
may however be limited to the short 
period, the long-term effects of the 
drastic taxation of higher levels of 
income or wealth on willingness to 
work more or earn more and be able 
to save more could be quite different 
ansi, as has been mentioned earlier, 
this aspect of fiscal polity has to be 
examined in terms of complex motiva¬ 
tions which Marshallian man is sub¬ 
jected to as he engages himself in the 
ordinary business of life, in earning 
money or spending or saving it. 

A.gain, discussing the government's 
handling of the problem of savings 
through this budget, we must also take 
into account the fact that, to the extent 
the government has sought to effect a 
further transference of funds from 
individuals and companicsto the public 
exchequer, it has attempted to organise 
the investment of private savings thro¬ 
ugh the machinery of government. 
Viewed in this manner the government’s 
budgetary exercise in this respect 
could be described as an attempt to 
step up public saving even if it be at 
the expense to some extent of private 
saving. Such an interpretation is, how¬ 
ever. no doubt subject to certain very 
important qualifications. 

In the first place, given the fact that 
expenditure on administration or other 
non-development or non-Plan expendi¬ 
ture has been historically and regularly 
absorbing the lioiVs share of the reve¬ 


nues ostensibly raised for further public 
investment, it would be legitimate to ask 
whether public saving would at all be 
stepped up to the extent of the trans¬ 
ference of funds from individuals and 
companies to the government through 
the direct tax proposals in this budget. 
It is also permissible to argue that the 
marginal rate of saving in the public 
sector is much lower than the marginal 
rate of saving in the case of affluent 
individuals or the corporate sector 
as a whole. Even so, in the interest of 
clear analysis, it would be desirable 
to take note of the theoretical assump¬ 
tions of the Finance Minister which 
arc to the effect that the time has come 
to employ the instrument of the budget 
as a means of improving the rate of 
public saving which is currently veiy 
low. 

IV 

The budget then is a true exercise in 
socialism. It has effectively attacked 
the problem of inequalities in income 
and wealth and it has proposed sub¬ 
stantial appropriations of private or 
corporate earnings or wealth for financ¬ 
ing an expansion of public investment 
and the growth of the state sector 
in the industry and commerce of the 
nation. Whether socialism itself is 
desirable or not, is of course another 
question. I personally would affirm very 
clearly and firmly my rejection of it, but 
this has nothing to do with our judg¬ 
ing the budget in terms of its declared 
political motivations or the ideological 
objectives which the ruling party 
has set for itself. Judged in these 
terms, this budget, as I have said 
earlier, is positive and purposeful. 

The other and even more important 
question is whether this budget would 
serve the national economy as well 
as it might serve the political 
interests of the ruling party. Here, 
again, my own mind is clear enough. 
This budget is clearly anti-growth in 
the long period. As a first move in the 
present government’s settled policy to¬ 
wards private enterprise, it could be 
the beginning of a process of freezing 
at or near existing levels the contribu¬ 
tion which large-scale industry especi¬ 
ally may be able to make to the indus¬ 
trialisation of the nation. This budget 
makes it clear that the government has 
rejected the desirability of encourag¬ 
ing the growth of large-scale industry 
through fiscal or other incentives. 
The direct tax proposals both as 
regards personal incomes or wealth 
and corporate earnings or capital have 
markedly befogged the climate for 
private investment and has particularly 
made it less likely than ever before 
that foreign private capital would dis¬ 


play any substantial interest in invest¬ 
ment possibilities in this country. 

The heavy incidence of direct taxation 
has so far been tempered particularly 
in the case of companies by various 
fiscal concessions and reliefs.Mr Chavan 
has now chosen to regard these con¬ 
cessions and reliefs as just so many 
loopholes for the avoidance of taxation 
and has proceeded to eliminate orrestric 
them. The logical consequence of this 
move would be to render the impact 
of the basic taxation on individuals 
and companies impossibly onerous. The 
Finance Minister may be justified in 
arguing that the concessions and reliefs, 
which he has reconsideied to the dis¬ 
advantage of individual or corporate 
assessees, are illogical in some cases, 
but he has overlooked the fact that, 
despite their illogicality, there is this 
basic justification for them that it is 
because of them only the incidence of 
the tax structure as a whole has begn 
held on this side of breaking point. By 
now exposing individual or corporate 
assessees to the full rigours of tne tax 
burden which has been piled up on 
them over the years, Mr Chavan has 
in fact shown up not so much the 
illogicality of the reliefs and concessions 
as the illogicality of the basic taxation 
itself. 


As in the case of every budget in the 
past, on this occasion too the stock 
question has been raised whether this 
budget will not be inflationary in its 
impact on production or prices. An 
allied issue is whether this budget 
has been wise in risking deficit fiancing 
to the extent of Rs 220 crores. To 
take the second question first, it seems 
to me quite possible that the inflatio¬ 
nary implications of deficit financing of 
this size could be exaggerated. It is not 
sufficiently realised that the decisive 
force acting on the price level in our 
country is still the volume of agricul¬ 
tural production, particularly food 
production. Whether we like it or not, 
our economy continues to be a 
gamble in the rains from year to year. 
If the rate of agricultural production 
continues to run at planned levels, 
the economy should certainly be able 
to assimilate the quantum of deficit 
financing assumed in the budget. 

Having said this, I would like to add, 
however, that the government has been 
imprudent in programming for an in¬ 
crease of Rs 300 crores in the Plan 
outlay for the current financial year. 
Considering that the Finance Minister 
has made only an interim provision of 
Rs 60 crores towards prospective ex¬ 
penditure on the influx of refugees 
from East Bengal, the government 
should have been careful enough to 
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There's more to 
the 'Sanforized' label 
than meets the eye. 


The 'Sanforized' label is your protection against shrinkage. Garments made 
of cottons and cotton blends labelled 'Sanforized', never shrink out of fit or 
shape, despite countless washes. 

'Sanforized' labelled fabrics are your assurance of good value for your money. 
They have passed the rigid anti-shrink tests carried out by the 'Sanforized' 
technical representatives, who make tests, take measures, compare sizes, 
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India Foils at work 



The Big Little Help 
in The Packaging industry 


The food and dairy, 
pharmaceutical, 
toiletry and 
cigarette industries 
rely on foil 
packaging— 
to protect products 
and please customers. 


All those products up there have 
one thing in common : aluminium 
foil. Aluminium foil used either 
as a wrapper or pouch, bottle cap 
or tagger top. helps keep the 
products fresh, tasty and 
wholesome. 

Aluminium foil comes from India 
Foils—the people who pioneered 
and developed the foil industry 
in this country by discovering new 
and improved uses of foil. 

Right from the start. India Foils 
put their research, skill, knowledge 
of Indian conditions and 
know-how of the latest foil 
technology to work—developing 
new directions in packaging. 


Aluminium foil today performs 
a variety of packaging functions 
in a wide range of industries. 



India Foil* 
Limited 

(Incorporated in Great Britain) 
4 Mangos Lane, Calcutta-1 
Calcutta. Bombay, New Delhi, 
Madras. Baroda 
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provide for a substantial cushion in the 
budget against the possibility of addi¬ 
tional demands being made on its 
resources for its commitment, which 
is necessarily indefinite, in the matter 
of displaced persons from East Bengal. 

The economy has by now learnt to 
live with Plan holidays of one kind 
or the other and the heavens would 
not have fallen had the government 
decided to be more circumspect in 
assuming increased financial com¬ 
mitments in respect of the fourth Plan 
in view of the as >et unchartered call 
which the influx of refugees may make 
on our public revenues. The saving 
grace here is that new Plan schemes or 
programmes for the spending of the 
additions proposed to be made to 
ihc Plan outlay are still to be worked 
out and processed by the ministries 
or other official agencies concerned. 
Since more than a quarter of the current 
financial year will be over by the time 
the budget is passed by Parliament, it 
is highly improbable that the process¬ 
ing or planning of schemes for spending 
the additional a I locations would be com¬ 
pleted in time. This would mean that 
a good part of the projected increases 
in the Plan outla>’may endup merely 
as a paper provision. The scheme of the 
budget would in the event prove to be 


flexible enough to enable the govern¬ 
ment to spend substantially more on 
relief to the refugees than the budget 
provision of Rs 60 crores. This is apart 
from the fact that considerable inter¬ 
national assistance is bound to be 
forthcoming for the relief of the dis¬ 
placed persons from East Bengal since 
it is inconceivable that this country 
could shoulder this great and grim 
responsibility alone. 

VI 

Then there is the question of indirect 
taxation in the budget and its possible 
impact on costs and prices. So far as 
industrial costs are concerned the 
across-the-board increases in customs 
duties cannot but push up capital costs 
or the cost of raw materials in the 
industrial sector. To the extent that 
imported plant and machinery may have 
to bear higher import duties, the 
capital costs of new industrialisation 
must go up, thereby adding to the pres¬ 
sure on the limited financial resources 
available for new industrial projects 
or the expansion of existing under¬ 
takings. Increases in the landed costs 
of raw materials will of course be 
directly reflected in manufacturing costs 
and on prices of industrial products. 

While this would be the general deve¬ 


lopment in cause and effect, the actual 
situation is rather more complicated 
than this analysis would suggest. It is 
well-known that in the case of many 
materials the prices at which they are 
available to the manufacturers arc 
often only remotely related to the 
landed costs. Secondly, there being a 
seller’s market in the case of many 
goods in which scarce imported mate¬ 
rials are used, the retail prices are even 
no\y in excess of levels warranted by 
what raw materials or other 
components actually cost manu¬ 
facturers. While, broadly speaking, the 
incidence of the increases in customs 
duties on raw materials and com¬ 
ponents will be passed on to a sub¬ 
stantial extent to the consumers of 
finished products, it would be rash 
to suggest that the whole incidence 
will necessarily be borne by the 
consumers. 

As for the increases in the rates of 
existing central excises or the new 
levies proposed in this area, it is signi¬ 
ficant that the main criticism of Mr 
Chavan's proposals had been directed 
against the imposition of an excise duty 
on maida. Critics of Mr Chavan do 
not seem to realise that our central 
excise cannot indefinitely be confined 
to industrial goods. Semi-processed 
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8. Quick testing facilities for raw materials and finished products. 
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10. Quick economic information service. 

11. Quick disposal of your applications. 

Please be quick in choosing Rajasthan for your new Industry. 

For further particulars please write or contact: ~ 

Directorate of Industries, any of our Regional or District 

(Statistics & Information Cell) OR Officers at Jaipur, Jodhpur, Bikaner, 

Rajasthan, Jaipur. Udaipur, Kota, Bhilwara, Banswara, 

Alwar, Bharatpur, Churu, Nagaur, 
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goods of agricultural origin must also 
be brought into the central excise 
structure so that the base of this tax 
is widened. It is often said that the cen¬ 
tral government has failed to find ways 
and means of taxing agriculture suffi¬ 
ciently and this is a criticism which has 
been repeated on the occasion of the 
present budget also. To the extent 
that there is point in this criticism, it 
must be conceded surely that taxing 
of commodities or goods such as maida 
which have a large agricultural con¬ 
tent should be accepted as a right move. 
We already have enough sacred cows 
in our fiscal system such as salt. 
There is no warrant for adding further 
to their number. As agricultural pro¬ 
duction moves up to higher levels, the 
incidence of excise duties on goods 
with a major agricultural content will 
naturally be determined by the inter¬ 
action of supply and demand as is the 
case with excise duties on industrial 
goods, and we have a right to expect 
that as various agricultural products 
become more plentifully available, the 
producers will also have to absorb 
part of the excise taxation by accepting 
cuts in prices. 

Finally it remains for me to make 


The budget for 1971-72, presented to 
Parliament on May 28 by the Finance 
Minister, Mr Y. B. Chavan, has a 
number of negative features. Through 
increased income-tax burden on middle 
and upper middle classes, it is likely 
to hurt the saving capacity of traditional 
savers and investors in our society. 
The withdrawal of concessions and 
increased taxes on companies may 
hurt the climate for investment which 
has improved somewhat after four 
good agricultural years and a mild 
recovery in industry. 

Granted that the changes in direct 
taxes would not yield a large sum as 
the bulk of the increment in revenue 
would result from indirect taxes, what 
needs to be pointed out is that direct 
taxes in our country have already 
been raised to high levels and the scope 
for increasing their incidence further 
is severely limited (see Table I, p. 1010). 
Take the case of income-tax. The budget 
proposals include the increase in sur¬ 
charge on income-tax in cases where 
the total income of an individual 
exceeds Rs 15,000 per annum; the 
surcharge has been raised uniformly 
from 10 to 15 per cent. The yield from 
t his tax might not be large but its impact 
would be felt on a number of assessees 
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it clear that my views on this budget 
should not be misunderstood. I do not 
by any means consider this budget 
good to the country or country’s eco¬ 
nomy. This is for the simple reason 
that I firmly believe in private enterprise 
whereas this budget, as 1 have made 
it clear, is really hostile to the growth 
of the private sector. At the same time, 
I have attempted in this discussion to 
view the budget in its declared 
political context and in the light of 
the political motivations of the 
ruling party. On this basis, 1 am led 
to conclude that this is most decidedly 
a socialist budget in that the Finance 
Minister has tried to level down 
the incomes and wealth and also 
attempted to appropriate a large part 
of individual or corporate earnings 
and wealth for the purposes of the 
public sector. Such of my countrymen 
as have voted for a socialist programme 
in the last general election as well as 
those of the rest of us who have 
cast their votes against this programme 
have now before them a firm govern¬ 
ment document in the form of the cen¬ 
tral budget to assist them in re-examin¬ 
ing or redefining their views on what 
socialism means or what good it is 
likely to do to the country. 


— nearly 200,000 individuals on the 
basis of 1966-67 data. 

Table II (p. 1010) compares the rates 
of income-tax in 1950-51 and 1971-72 
at various levels of income between 
Rs 5,000 and Rs 500,000 per annum. 
It is seen that the increase in income 
tax at Rs 7,500 is nominal. In fact 
during the past few years relief in in¬ 
come tax has been provided at income 
levels below Rs 7,500. The incidence 
of income-tax has, however, increased 
at all levels of income above Rs 7,500 
per annum. The marginal rate of tax; at 
50 per cent is now attained at thc / in- 
comc level of Rs 30,000 per annum 
against Rs 40,000 per annum in 1950-51. 
The incidence of tax has increased 
sharply after the income level of Rs 
15,000 per annum. The increase in 
income-tax coupled with rising prices 
has eaten into tnc standard of living of 
all classes in general and the middle 
class in particular. 

In 1950-51, a person who earned 
Rs 1,00,000 in a year was able to retain 
a sum of Rs[52,320 after paying income- 
tax of the order of Rs 47,680; if addi¬ 
tional income of Rs 400,000 accrued to 
him, he was able to retain as much as 
Rs 93,703 out of it. According to 
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the income-tax rates for 1971-72, an in¬ 
dividual earning Rs 1,00,000 per annum 
has to pay a sum of Rs 59,800 by way 
of income-tax leaving a sum of Rs 
41,200 only in his hands. If he earns 
another sum of Rs 400,000, all that 
remains in his hands out of this addi¬ 
tional income is Rs. 14,750 /.*, v after 
attaining the income level of Rs 1,00,000 
per annum, the additional income of 
Rs 4,00,000 brings in no more than 
Rs 14,750 or nearly 3.5 per cent of 
additional income. It is clear that the 
new tax rates provide no incentive for 
working hard and earning more. 

Declining Number 

The number of individual assessees 
earning Rs 1,00,000 a year or more 
has been relatively small for the past 
many years. In 1966-67, the latest year 
for which figures are available, the 
number of such assessees was 3,898 
out of a total of 1.47 millions (sep 
Table 111, p.1013). The oppressive rates* 
of income-tax have sharply reduced the 
number of assessees earning even Rs 
60,000 a year (Rs 5,000 a month). 
Out of a total of 1.47 millions of 
assessees (individuals), only 12,522— 
less than one percent of the total-- 
claimed incomes above Rs 60,000 per 
annum. This trend, it seems, is intended 
to be hastened through new restrictions 
on salaries above Rs 5,000 a month. 
The Finance (No. 2) Bill, 1971, provides 
that expenditure incurred by a taxpayer 
on payment of salary to an employee 
would not be allowed as a deduction 
in computing the taxable profits to 
the extent it exceeds the amount cal¬ 
culated at the rate of Rs 5,000 per 
month. It follows that the business 
houses employing persons drawing more 
than Rs 5,000 a month are not debarred 
from paying a high salary to an indi¬ 
vidual though the cost of retaining 
such a person to the company would 
in fact be much higher than the salary 
paid to him. 

What is more, every additional' 
payment to such an employee of Rs 
100 above the limit of Rs. 60,000 a 
year Would attract the income-tax 
rate of 70 per cent, if an employer 
desires to raisethe salary of an executive- 
by Rs 1,000 a month after the attain¬ 
ment of the level of Rs 5,000 a month, 
he is not allowed any deduction in 
the computation of income-tax; he 
is required to pay about Rs 500 by way 
of tax on every Rs 1,000 additional 
paid by him to the executive. In the 
hands of the executive, this increment 
would claim the marginal rate of tax 
at 70 per cent. Thus out of every Rs 
1,000 paid by the employer to the 
executive after the maximum limit of 
Rs 60,000 a year, only Rs 300 would 
remain in the hands of the employee; 
the employer would have to pay an 
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AT ONE STRETCH. ! 



UDAIPUR 


RANAKPUR 


MOUNT ABU 


>. „ rt ’ '.' i ' *S j * 


A city of Lakes, and the floating lake Palace 
in the middle of the lake. 
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Jain Temples — a treasure house of art and 
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Mountain of Gods — Charming Hill resort in 
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World-famous Dilwara Temples, carved in marble 
by dedicated masons and sculptors over a 
thousand years. 


For further details, contact : 
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additional sum of Rs 500 by way of 
taxes. If follows that through high 
rates of income-tax and fiscal pro¬ 
visions, a virtual ceiling on the income 
of an individual has been imposed. 

In sharp contrast to the facilities 
provided in previous budgets for en¬ 
couraging savings by the traditional 
savings groups in our society no such 
effort has been made in the current 
year’s budget. However, through chan¬ 
ges introduced in the computation of 
deductions allowed for such savings as 
life insurance premia, some concessions 
have been allowed. Up to Rs 1,000 or 
less saved by way of life insurance 
premia or deferred annuity policies, 
full deduction from taxable income 
would be allowed as against 60 per cenr 
of such savings under the existing 
provisions. AH persons saving up to 
Rs 1,000 a year in this way arc likely 
to be benefited through the new liberal 
rules. 

Penal Wealth Tax 

It was Prof. Nicholas Kaldor who 
had recommended to the Government 
of India about 16 years ago the impo¬ 
sition of Wealth tax. The Finance Act, 
1957, provided for the levy of this tax. 
The annual yield from this tax has 
not been very significant in recent 
years despite steady increases in the 
rates of wealth tax. During the past 
three years in particular, the incidence 
of this tax on higher brackets of wealth 
has been sharply increased (see Table IV 
p. 1013). The most significant changes 
have been made in the current year's 
budget which provide sharp teeth to 
this tax: it is expected to yield as much 
as Rs 30 ci ores in the current year. 

Two far-reaching changes in wealth 
lax have been proposed in the current 
>ear's budget. First, wealth tax will be 
chargeable on every rupee of net wealth 
where it exceeds the exemption limit 
of Rs 100,000 in the case of an indivi¬ 
dual or Rs 200,000 in the case of Hindu 
undivided families. Hitherto, no 
tax was levied on the first Rs 1,00,000 
of net wealth in the case of individuals 
and on the first Rs 2,00,000 of net 
wealth in the case of Hindu undivided 
familes. Second, all net wealth above 
Rs 15 lakhs is proposed to be taxed 
at the flat rate of 8 per cent in the 
case of individuals. The number of 
persons affected by this proposal would 
be 564 according to data for the 
assessment year 1966-67. In the case 
of Hindu undivided families this penal 
rate would come into operation above 
the first Rs 17 lakhs of net wealth. 
This is indeed a very harsh step. 

Two years ago agricultural property 
Was also brought within the purview 
of the Wealth-tax Act. The expected re- 


Table I 

TAXES ON INCOME INCLUDING CORPORATION TAX 


(In lakhs of rupees) 



Budget 

1970-71 

Revised 

1970-71 

Budget 

1971-72 

I. Corporation Tax 




Ordinary collections including advance 




tax collections 

325,50 

348,90 

378,25 

Super Profits Tax 

1,00 

• 50 

1,00 

Surtax 

15,00 

15,00 

15,00 

Miscellaneous 

50 

60 

75 

Total-I 

342,00 

365,00 

395,00 




16,00* 




441,00* 

II. Taxes on Income other than Corporation 



f 

* 

Tax 




Advance tax collections (net) 

85,60 

160,00 

165,00 

Ordinary collections 

320,90 

278.50 

290,40 

Surcharge (union) 

16,25 

10,00 

12,00 

Surcharge (special) 

8,00 

5,40 

6,00 

Addl. surcharge (union) 

2,00 

50 

50 

Excess Profits Tax 


10 

10 

Miscellaneous 

4,00 

5,50 

6,00 

Total-H 

436,75 

460,00 

480,00 




11,00* 




491,00* 

Total I & 11 

778,75 

825,00 

875,00* 




+ 27,00* 




902,00* 


* Effect of budget proposals. 


Table II 

RATES OF INCOME-TAX: 1950-5! AND 1971-72 


Income 

'Rs) 

1950-51 

(Rs) 

1971-72 

(Rs) 

Increase 
(+) or 
decrease 

(-) 

5,000 

117 

Nil 

—117 

7,500 

273 

275 

+2 

10,000 

492 

550 

+58" 

15,000 

. 1,086 

1.485 

+399 

40,000 

9,711 

12,650 

+2,939 

70,000 

26,586 

34,500 

+7,914 

90,000 

40,492 

51,175 

+10,683 

1,00,000 

47,680 

59,800 

--12,120 

2,00,000 

124,242 

151,800 

—27,558 

3,00,000 

202,387 

249,550 - 

--47,183 

5,00,000 

358,617 

445,050 

... 

--86,433 
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IS IT A FIBRE 7 
A FABRIC 7 
A TRADEMARK 7 

OR ALLTHREE 7 


'ferene'® is a trademark lor fibre 
manufactured by 

Chemicals and fibres of India Limited (CAFIL 
It is not a fabric, but a trademark allowed 
on mill fabrics made with Terene' fibre 
fabrics made to rigid standards of 
performance in durability 
and wearer satisfaction 
Whatever the name of the mill may be. 
when you see the Terene' trademark on a fabric, 
it means the fabric meets 
fiigh standards of performance 
On blend percentages Crease-resistance. 

Colour fastness Weave Finish 
Every single detail 1 
It's a lot for one trademark to ensure 
That's what makes it worth looking for. 



whatever the name of the mill 
make sure thelisRENE) trademark is ON thefabric 


• Registartd trademark or 
Chemicals and Fibre* of India limited- 
manufacturers ol fibre 
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'Inequality is an evf but I do not believe if 
eradicating, evil frofk the human breast . 
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overcome by evil; it ceases only with good. , J : 
As the means, so the end. 
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venue of Rs 30 crores consequent upon 
the changes in the Finance Bill assumes 
an estimated revenue of eight crOre 
rupees from wealth tax on agricultural 
property. That is why the yield from 
this tax which used to be less than Rs 
10 crores in the mid-sixties and improv¬ 
ed to Rs 16 crores in 1970-71, is expe¬ 
cted to nearly double itself during the 
current year. 

As stated above, the number of 
assessees paying wealth tax is not large. 
According to the assessments for 
1966-67, their number was 68,884; 
nine out of 10 assessees commanded 
wealth of less than five lakhs of rupees. 
The number of those who were assessed 
for a wealth of more than a crore of 
rupees was 13 only {see Table V, 
p. 1017). The total value of Wealth 
which attracted this tax was Rs 
1960.22 crores and the wealth tax 
levy was Rs 8.41 crores. 

Ceiling on Income and Weatlh 

Through a sharp increase in the 
incidence of wealth tax, the govern¬ 
ment has brought about a virtual 
ceiling on ownership of wealth and 
through oppressive.-personal taxation 
rates, a ceiling on income has been 
imposed. Thus through various steps 
suggested in the current years's budget, 
a ceiling is proposed to be imposed on 
both income and wealth. 

The capital gains tax became a 
part of the Income-tax Act in the 
notorious biaqat Ali Khan budget 
of 1946-47; it remained a part of the 
rncome-tax Act for two years. It was 
revived in the 1956-57 budget and its 
provisions have been made steadily 
stiffer from one year to the other. In 
the budget for 1971-72, the tax on 
long-term capital gains relating to 
companies has been raised while mar¬ 
ginal changes have been made in other 
cases. 

It may be stated that in the termino¬ 
logy of income-tax law in our country, 
long-term capital gains represent those 
gains which arise from the transfer 
or sale of capital assets and which 
have been held for more than 24 
months. Such gains in relation to 
buildings or lands were chargeable to 
tax at 40 per cent but now the rate of 
tax is propose^ to be enhanced to 45 
per cent. In regard to long-term capi¬ 
tal gains for other assets, the rate of tax 
was 30 per cent hitherto but it is now 
proposed to be changed to 35 per cent. 

For all taxpayers other than com¬ 
panies, a marginal change has been 
brought about. For buildings or lands, 
the long-term capital gains would be 
R$ 5,000plus 35 per cent of the amount 
of such gains exceeding Rs 5,000 as 
against 45 per cent under the existing 


Table 111 

TAX PAYABLE BY INDIVIDUALS FOR 1966-67 


Range of total Income 
assessed 

Rs 

No. of 
persons 
assessed 

Income 

assessed 

Rs (000) 

Tax 

Payable 
Rs (000) 

Below 4,000 

50235 

16,95,17 

26,53 

4,001 — 

5,000 

376216 

1,56,69,76 

2,59,39 

5,001 — 

7,500 

421212 

2,51,46,10 

7,05,16 

7,501 — 

10,000 

261975 

2,20,57,44 

11,21,75 

10,001 — 

12,500 

98809 

1,08,46,89 

7,22,07 

12,501 — 

15,000 

66083 

89,54,98 

7,12,41 

15,001 — 

17,500 

54099 

85,54,77 

8,57,32 

17,501 — 

20,000 

29664 

55,41,79 

6,08,94 

20,001 — 

25,000 

37784 

82,71,58 

11,84,26 

25,001 — 

30,000 

20989 

57,02,34 

9,87,09 

30,001 — 

40,000 

25623 

87,43,49 

19,45,68 

40,001 — 

50,000 

10232 

45,29,14 

12,84,29 

50,001 — 

60,000 

6334 

33,90.78 

11,06,25 

60,001 — 

70,000 

4106 

26,06,39 

8,92,51 

70,001 — 

1,00,000 

4518 

37,21,05 

15,82,82 

1,00,001 — 

2,00,000 

2885 

37,90,19 

20,58,99 

2,00,001 — 

3,00,000 

513 

12,44,65 

7,43,32 

3,00,001 — 

4,00,000 

201 

6,23,24 

4,46,12 

4,00,001 — 

5,00,000 

92 

4,13,59 

2,88,42 

Over 

5,00,000 

207 

20,49,97 

14,69,67 


Total 

1471777 

14,36,23,31 

1,90,02,98 


Table IV 

WEALTH TAX FATES 



Rates in 
1970-71 

Rates 
effective 
from 
] 971-72 

Budget 

proposal 

1972-73 

(a) Individuals 




(i) On the first Rs l lakh of net wealth 

Nil 

Nil 

Nil 

(ii) On the next Rs 4 lakhs of net wealth 

0-5% 

1 O' 

1 SO 

1% 

(iii) Oii the next Rs 5 lakhs of net wealth 

1% 

10/ 

-SO 

2% 

(iv) On the next Rs 5 lakhs of net wealth 

2% 

3% 

3% 

(v) On the next Rs 5 lakhs of net wealth 

2% 

4% 

8% 

(vi) On the balance of net wealth 

2.5% 

5°/' 

V ° 

(b) Hindu Undivided Fnmily 




(i) On the first Rs 2 lakhs of net wealth 

Nil 

Nil 

Nil 

(ii)'* On the next Rs 3 lakhs of net wealth 

0.5% 

1% 

1 0 

1 rfo 

(iii) On the next Rs 5 lakhs of net wealth 

1 y» 

2% 

1 o, 

- /a 

(iv) On the next Rs 5 lakhs of net wealth 

2% 

70' 

~Vo 

3% 

(v) On the next Rs 5 lakhs of net wealth 

2% 

AO, 

**/0 


(vi) On the balance of net wealth 

2-5% 

5°/ 

J so 

8% 
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law. For all other capital assets, the 
long-term capital gains tax has been 
changed from 65 per cent under the 
existing law to Rs 5,000 plus 50 per cent 
of the amount by which the gains ex¬ 
ceed Rs 5,000. These measures will 
enhance the incidence of this tax on 
long-term capital gains in all cases 
where companies arc involved; for 
other than companies, the incidence 
will increase lip to capital gains valued 
at Rs 30,000; beyond that level there 
will be some relief. 

In 1966-67. the number of asscssees 
(individuals, Hindu undivided families, 
unregistered firms, associations of per¬ 
sons, registered firms and companies) 
who attracted capital gains tax was 
14,622. The value of capital gains in¬ 
come was estimated at Rs 15.36 crorcs 
and income-tax payable to the exche¬ 
quer was estimated at Rs 4.26 crores. 
The largest contribution at Rs 96-96 
lakhs was made by 26 assessees whose 
capital gains were more than five lakhs 
of rupees in each case. It follows that 
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stringent tax rates on capital gains 
would certainly yield additional reve¬ 
nue to the government but the volume 
of increase would not be large so as to 
make any significant contribution to 
the exchequer. 

The corporate sector is likely to come 
under heavy pressure if all the changes 
visualised in the Finance Bill come into 
operation. The proposed increase in 
the rate of surtax on company profits 
from 25 to 30 per cent (where charge¬ 
able profits exceed 15 per cent), the 
withdrawal of development rebate from 
June 1, 1974, the curtailment in the list 
of priority industries and the scaling 
down of the special tax exemption limit 
from eight to five percent of the profits 
of these industries, the removal of de¬ 
bentures and long-term borrowings in 
the computation of the limit of six per 
cent of the capital for purposes of tax 
exemption of new industrial under¬ 
takings, the negation of the facility to 
enjoy tax-free income up to Rs 3,000 
a year from investments in specified 
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financial assets by companies and the 
denial of concessional tax on dividends 
received by foreign companies will all 
dampen the flow of funds for new ven¬ 
tures leading to a slowing down in the 
establishment of new industries!. 

The raising of surtax from 25 to 30 
per cent is likely to penalise further 
the efficient industrial units. It may be 
recalled that the Companies (Profits) 
Surtax Act which came into force in 
1965 had taken the place of Super-Pro¬ 
fits Tax Act, 1963. Both these measures 
enhanced the tax burden of those com¬ 
panies which were able to handle their 
financial operations efficiently, though 
the former was certainly a milder ver¬ 
sion of the latter. The harsh impact of 
surtax on the working operations of 
the corporate sector induced the gov¬ 
ernment to reduce its incidence in two 
stages from 40 to 25 per cent. While 
reducing the percentage of surtax ftom 
35 to 25 per cent in the assessment 
year 1969-70 (earlier it was 40 per cent), 
the then Finance Minister, Mr Morarji 
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Desai, had said that “It is intended as a 
spur to efficiency”. It follows that the 
enhancement of surtax will now have a 
depressive influence on efficiency. It 
is not known why Mr Y.B. Chavan 
has proposed this anti-efficiency step. 
It seems that in his zeal to collect addi¬ 
tional revenues, he has ignored the 
lessons learnt by his predecessor. 

The only argument which is advanced 
in favour of this tax is that it mops up 
the excessive profits of some companies 
which enjoy a privileged position in the 
market, the demand for their product 
being far in excess of supply. It is 
conceded that irt such cases there is 
some justification for this tax but un¬ 
fortunately it makes no distinction bet¬ 
ween those companies which earn in¬ 
creased profits through business effi¬ 
ciency and those which enjoy monopoly 
position in the market. 

Development Rebate 

In order to provide an incentive to 
the development of industries in our 
country, development rebate was initi¬ 
ated in the budget for 1954-55. The 
rebate was in addition to the deprecia¬ 
tion allowance and,was allowed to be 
carried forward for a period not ex¬ 
ceeding eight years. Because of this 
incentive the profitability of many in¬ 
dustrial units improved and this was 
•deemed to be one of the plus points in 
attracting private foreign capital. 

The Finance Minister, Mr Y.B. 
Chavan, has now served notice on in¬ 
dustry that no development rebate in 
respect of new investments on ships 
acquired or machinery and plant ins¬ 
talled after May 31, 1974, would be 
allowed. The conclusion has been 
drawn in a cavalier fashion that this 
pronouncement would hasten the estab¬ 
lishment of new units before the dead¬ 
line set by the Finance Minister. By 
withdrawing this concession in 1974, 
the government will give a setback to 
the process of industrial growth in our 
country. The shipping companies in 
particular will be hit hard by the with¬ 
drawal of this incentive. It is known that 
a major proportion of our ships are 
built abroad and the yards of our foreign 
suppliers are heavily booked. Deli¬ 
veries of most of the ships already or¬ 
dered would take place after 1974 
while the decisions to acquire these ships 
were made on the basis of the availa¬ 
bility of development rebate. This 
will not only hurt their profitability but 
will also put a brake to their expansion 
programme. Our aspiration to carry 
at least half of our foreign trade under 
our national flag will be hard to attain 
if the decision regarding the develop¬ 
ment rebate is not reversed. 

It may be recalled that this is not the 
first occasion when the notice regard¬ 
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ing the withdrawal of development re¬ 
bate has been served on industry. As 
far back as 1964, Mr T.T. Krishnama- 
chari, the then Finance Minister, had 
said in his budget: “I would have liked 
to discontinue the present general 
availability of development rebate 
and to confine it on a graduated 
basis to certain selected industries. 
I, however, appreciate that this might 
cause difficulties to concerns who have 
made plans for starting an industrial un¬ 
dertaking on the presumption that this 
rebate would continue to be available in 
the near future. In view of this, 1 would 
like to clarify that the continuance of 
the development rebate in its present 
form beyond 1st April, 1966, should not 
be assumed. I believe it is in the inte¬ 
rest of industrial development to give 
such notice.” Instead of scrapping de¬ 
velopment debate, he extended this 
concession to a number of other in¬ 
dustries in subsequent years. 

The, abridgement of the list of prio¬ 
rity industries is an unwise step. The 
Finance Minister has not explained 
the rationale of removing aluminium, 
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motor trucks and buses, cement and 
refractories, soda ash, petrochemicals, 
and automobile ancillarics from the 
list of priority industries. What is still 
worse, the special tax exemption has 
been scaled down from eight to five per 
cent of profits in the case of those in¬ 
dustries which still remain on the prio¬ 
rity list. The state of working of each 
priority industry should have been stu¬ 
died so as to evolve the basis and the 
extent of withdrawing this concession. 
Surely, all the priority industries are 
not equally fortunate in their working 
operations. A selective approach in 
this case would have been profitable 
as the burden would have fallen on 
those industries which have acquired 
the capacity to bear it. 

The change in regard to the compu¬ 
tation of capital employed for tax re¬ 
lief to new undertakings has come at 
the wrong time. Because of the slack¬ 
ness in industrial expansion, there is 
urgent necessity of initiating measures 
to accelerate the flow of capital to new 
ventures. On the contrary, by exclud¬ 
ing debentures and long-term borrow- 


Table V 

WEALTH TAX ASSESSMENTS 


J 965-66 1966-67 


Nature of net wealth 

No of 

Total 

Wealth 

No of 

Total 

Wealth 


assess¬ 

value 

tax 

assess¬ 

value 

tax 


ments 

of 

levy 

ments 

of 

levy 



wealth 



wealth 


(Rs) 


(Rs in lakhs) 


(Rs in 

lakhs) 

Up to 5 lakhs 

59172 

127012 

304 

62362 

134183 

317 

5 lakhs to 15 lakhs 

6265 

47675 

272 

5958 

44370 

358 

15 lakhs to 25 lakhs 

478 

8863 

95 

378 

7034 

77 

25 lakhs to 50 lakhs 

196 

6612 

91 

133 

4399 

69 

50 lakhs to 1 crore 

39 

2613 

43 

40 

2937 

53 

above 1 crore 

11 

2284 

46 

13 

3099 

67 

Total 

66161 

195059 

851 

68884 

196022 

841 


Note : This table includes individuals and Hindu undivided famlies, In 
1966-67, the number of Hindu undivided families assessed for wealth tax was 
5,762 only. 

Table VI 

INTER-CORPORATION DIVIDENDS 
Dividend receiving Dividend paying com- Deduction Effective rate of tax 


company 

pany 

in 

dividend 

allowed 

on dividend 

(J) Domestic company 

Domestic widely-held 
company 

60% 

55% of 40%=22% 

(2) Domestic company 

Domestic closcly-hcld 

Txn nvr 

60% 

65% of 40% - 26% 

(3) Foreign company 

ivrnpduy 

Domestic closcly-hcld 
company 

80% 

70% of 20%,=, 14% 

(4) Foreign company 

Domestic any company 

65% 

70% of 35%=24.5% 


Note: According to the budget proposals, the third case would be treated in 
the same way as the fourth case. 
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ings from capital employed for calcula¬ 
ting six per cent of capital employed 
(which is the tax exemption limit of 
profits of new undertakings) the Fi¬ 
nance Minister has made some of the 
new projects unviable during the ges¬ 
tation period and hence given a setback 
to industrial expansion. 

The incidence of tax on dividends 
received by a foreign company from 
a closely held domestic company is 
proposed to be raised from 14 per cent 
to 24 5 per cent (sec Table VI, 
p. 1017). This change is being 
justified on the plea that a closely-held 
domestic company is now subjected to 
tax on the first Rs 10 lakhs of its in¬ 
come at the same rate as a widely- 
held domestic company and hence 
there is no need to treat the two diffe¬ 
rently. Tn other words, the effective 
incidence of tax on dividend received 
by a foreign company from any domes¬ 
tic company — closely-held or widely- 
held — will be uniform at 24.5 per 
cent. The withdrawal of a concession 
already available to a foreign company 
may not constitute singly a deterrent 
to investment by foreign companies in 
domestic companies but it will certain¬ 
ly vitiate the overall climate for in¬ 
vestment. 

In order to encourage the flow of 
funds in government securities, noti¬ 
fied debentures, shares in Indian com¬ 
panies, units in the Unit Trust of India 
and deposits with approved financial 
corporations, the facility was provided 


The contributions of various sources 
to the revenues of the union govern¬ 
ment have undergone a marked change 
during the last two decades. The total 
net revenue of the government went up 
from a bare Rs 405.86 crores in 1950-51 
to as much as Rs 3391.43 crores (re¬ 
vised estimate) in 1970-71. This year, 
if the taxation proposals of the Finance 
Minister, Mr Y.B. Chavan, yield the 
expected results, the net revenue will 
be of the order of Rs 3739.68 crores. 
Whereas the direct taxes — income-tax, 
corporate tax, wealth tax, gifts tax, 
expenditure tax and estate duty — 
contributed nearly Rs 491.93 crores in 
1970-71, as against Rs 129.51 crores 
in 1950-51, the yield from the indirect 
levies—customs and excises — during 
this period rose from Rs 227.49 crores 
to Rs 1950.64 crores. This year the 
direct taxes will bring in a net revenue 
of approximately Rs 521.30 crores. 
The indirect levies are expected to 
yield as much as Rs 2208.87 crores. 
The remainder accrues from non-tax 
sources, which include the contributions 
of the Railways, posts and telegraphs, 
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that income received from such sources 
was exempted from tax up to an aggre¬ 
gate amount of Rs 3,000 which is de¬ 
ducted from taxable income. It is 
now proposed to withdraw this con¬ 
cession from companies, partnership 
firms etc. while individuals and Hindu 
undivided families would continue to 
enjoy this benefit. The Finance Minis¬ 
ter has missed the point that this con¬ 
cession is meant to benefit not so much 
the investing company as the specified 
areas of investment into which it is 
desirable to direct investible funds. 

Certain concessions offered to entre¬ 
preneurs in the past were designed 
to attract additional capital for the 
establishment of new ventures. One of 
these related to exemption from wealth 
tax of such investments as were made in 
the equity shares of new industrial 
undertakings. This exemption was 
available for a period of five years. The 
Finance Minister has now proposed 
that this concession should be with¬ 
drawn “in the context of the improved 
climate for new equity issues of indust¬ 
rial enterprises”. It is a known fact 
that whatever improvement in the in¬ 
vestment climate has come about is the 
cumulative impact of various factors in¬ 
cluding the exemption from wealth tax. 

It may, however, be noted that such 
shares will be allowed to be included in 
the categories of investments which 
are exempt from wealth tax up to the 
value of Rs 1.50 lakhs. 


interest receipts on loans to states, 
etc. (see Table 1). 

This shows that the tool of indirect 
taxation has been made extensive use 
of in the tax effort of the union govern¬ 
ment since 1950-51. Non-tax receipts too 
have been going up. In percentage terms 
of the total revenue of the government 
in 1950-51, nearly 32 per cent was de¬ 
rived from direct taxes, about 56 per 
cent from indirect levies and approxi¬ 
mately 12 per cent from non-tax sources. 
This year the three percentages will be 
around 14, 59 and 27. In the total tax 
effort, the share of direct taxes will 
be going down between 1950-51 and 
1971-72 from nearly 36 to about 19 per 
cent, while that of indirect levies will 
go up from approximately 64 to slight¬ 
ly over 81 per cent. 

Another significant development has 
been that, in the field of indirect taxa¬ 
tion, the revenue from customs has 
registered a much slower growth thgn 
the increase in excise duties. The reve¬ 
nue from customs levies — both im¬ 
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port and expprt imposts — increased 
from Rs 157.15croresin 1950-51 toRs 
487.62 crores in 1970-71. This year it 
is expected to be of the order of Rs 
534 crores. During the period 1950-51 to 
1970-71 the revenue from excise duties 
rose from a mere Rs 67.54 crores to as 
much asRs 1415.20 crores. This year 
this revenue is expected to move up to 
Rs 1660.26 crores. Thus whereas 
the share of excise duties in 
direct taxes has gone up since 1950-51 
from slightly less than 30 to over 75 per 
cent, that of customs levies has de¬ 
creased from nearly 70 to less than 25 
per cent. Excise levies in the total 
tax effort accounted for a mere 19 per 
cent in 1950-51. Today they account 
for just a little below 60 per cent. 

Trend Maintained 

In line with the above trend, this 
year also Mr Chavan has primarily 
banked on indirect taxation to nfijc- 
additional revenue. Of the total net 
additional revenue of approximately 
Rs 177 crores proposed to be raised by 
him this year (the share of states ex* 
eluded), as much as Rs*l43.37 crores 
will come from indirect taxes—cus¬ 
toms Rs 54 crores and excise duties 
Rs 89.37 crores. The balance is to be 
the contribution of direct taxes. The 
new taxation proposals in a full year 
are estimated to yield a net revenue to 
the union exchequer to the extent of 
nearly Rs 215 crores. In this, the share 
of indirect levies comes to about Rs 
170 crores— Rs 64 crores from customs 
and Rs 106 crores from excise duties. 

Taking first customs duties, the pro¬ 
posals, according to the Finance 
Minister, are aimed at: 

(i) modification in the rates of 
basic customs duty on various 
imported articles as a measure 
of simplification and rationali¬ 
sation of the rate structure; and 

(ii) fixing of suitable rates of basic 
duty on certain articles released 
from binding under the General 
Agreement on Tariffs and Trade 
(GATT) secured by offer of 
fresh bi ndings of a much lower 
order. 

In the process of simplification and 
rationalisation of the import duty 
structure, the seven rates of duty in 
force hitherto are being replaced by 
four rates. The seven rates prevalent 
hitherto were: 15 per cent, 27.5 per 
cent, 35 per cent, 40 per cent, 50 per 
cent, 60 per cent and 100 per cent. The 
rates proposed are 30 per cent, 40 per 
cent, 60 per cent and 100 per cent. 

While there is no change in the import 
levies on all articles which are subject 
to an ad valorem duty of 100 per cent 
or more or those on which the rates of 
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Nosik's industrial secrets 
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Jai Electronic's 
SICOM-assisted 
magnetic tape 
project at 
Nasik is a 
major advance 
in Indian 
electronics. 



Say, you're a believer m the 
future of electronics. You've 
ideas and ambition. You 
therefore team up with Audio 
Magnetics. U.S.A , to become 
the first company to manu¬ 
facture tapes outside the 
advanced countries 

To attain your objective, you 
consult SICOM. Your first 
need is capital. SICOM meet 
it with one of their several 
finance plans for developing 
industries. Your second 
reqmiement is Suitable 
location SICOM point to 
Nasik. talk about its cooi 


.CMSC-S2 22) 


dust-free atmosphere and well- 
developed ancillones. You’re 
convinced that Nosik is on 
electronics cemre of the 
seventies Asian Electronics. 
Mahindra and Mahmdra. and 
Motwane also believe this. 
Bring your special problems 
to SICOM. Problems of 
finance, ulant location, techni¬ 
cal labour, power supply... 
watch the list grow shorter 


at SICOM. Watch SICOM experts solve 
your problems. Thoy love to do so. 



SICOM people 
work hard 
with expertise 
and guts. 

Like you. 
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Interested? Write for free booklet on Nassk's potential for elotiiomcs industry. 
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duty are bound under GATT and on 
such items as those subject to protec¬ 
tive duties, sulphur, fertilizers and pesti¬ 
cides, raw cotton and raw jute, raw 
cashew nuts, rapeseeds, soyabean oil, 
newsprint, raw hides and skins, family 
planning accessories and educational 
and research materials, a number of 
items will attract enhanced or freshly 
imposed duties. 

The important ones among these 
are: raw wool and wool tops (40 per 
cent, against nil hitherto); staple fibre, 
excluding yarn (100 per cent, instead of 
25 per cent): iron and steel materials 
(30 per cent generally and 40 per cent 
in the case of steel tinplates and tinned 
sheets, against 27.5 percent normally- 
in some cases even 15 per cent); copper 
unwrought(30per cent, nil): lead ingots, 
pigs and scrap (40 per cent, nil); zinc 
unwrought (40 per cent, nil): agricul¬ 
tural tractors and parts (30 percent, 
nil); machinery required for initial 
setting up of projects or for substantial 
expansion of the existing projects (30 
per cent, against 27.5 per cent); motor 
vehicle parts (100 per cent standard and 
92.5 per cent UK, against 60 per cent 
standard and 52.5 per cent UK), and 
agricultural machihery and implements 
and dairy and poultry farming appli¬ 
ances, etc. (30 per cent, against 15 per 
cent). 

The import levy on chemicals, drugs 
and medicines and electrical and non¬ 
electrical appliances was stepped up 
from 50 to 60 per cent last year. All 
similar items will now attract the higher 
duty of 60 per cent. Automobile com¬ 
ponents, dry fruits and other similar 
items used by the more affluent sections 
of society, which hitherto were subject 
to an import levy of 60 per cent, will 
now attract 100 per cent duty —the 
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standard rate for most imported con¬ 
sumer goods. The specific rate appli¬ 
cable to cloves is being raised from Rs 
18 to Rs 60 per kg. 

As regards excise duties, they have 
been raised steeply on several items. 
The duty on motor spirit has been 
stepped up by 20 paise a litre, on special 
boiling point spirits by 80 paise per 
litre and on mineral turpentine oil 
by 10 paise per kg. High grade lubri¬ 
cants will attract 25 paise a litre in¬ 
creased duty and low grade lubricants 
15 paise per litre. The other items which 
can be listed in this category are: 
cigarettes superior and medium varie¬ 
ties (eight to 40 paise increase per 10 
cigarettes); latex foam sponge (duty 
doubled); superfine cloth (9.5 paise per 
metre more); fine cloth (5.4 paise per 
metre more) and wool tops (Rs 1.10 
per kg.). 

Excise levies have been enhanced 
moderately in the case of soaps other 
than household and laundry soaps; 
unhardened plates and sheets of rubber; 
glass and plate glass; glassware; china- 
ware and porcelain ware; vaccum and 
gas filled bulbs, flourescent tubes and 
sodium and mercury vapour discharge 
lamps; cigarettes low category; crown 
corks and pilfer-proof caps. The duties 
in most of these cases have been raised 
by five to 10 p^r cent. On the last two 
items, they have been doubled from 
one to two paise per cork or cap. 

Excise duties have been imposed for 
the first time on a host of items. The 
list of items newly brought under the 
excise net is the largest for any one 
year in the last two decades. 

The new items which have been 
brought within the purview of excise 
duties include: (i) preparations of glu¬ 
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cose and dextrose; (ii) maida; (iii) 
compounded lubricating oils and 
greases; (iv) calcined petroleum coke; 
(v) bicarbonate of soda; (vi) bichro¬ 
mates of potassium or sodium; (vii) 
hydrogen peroxide; (viii) potassium 
permanganate; (ix) perfumed hair oils, 
shampoos and lipsticks; (x) linoleum; 
(xi) ready-made garments produced 
with the aid of power; (xii) typewriter 
and similar ribbons; (xiii) mosaic tiles 
produced with the aid of power; (xiv) 
motor starters; (xv) industrial fans; 
(xvi) electricity supply meters; (xvii) 
motor vehicle parts and accessories; 
(xviii) evaporative type coolers: 
(xix) forklift trucks and platform 
trucks; (xx) cinematograph projectors; 
(xxi) photographic cameras; (xxii) 
rolling bearings: (xxiii) welding elect¬ 
rodes; (xxiv) coated abrasives and 
grinding wheels produced with the aid 
of power; (xxv) bolts, nuts and screws 
produced with the aid of power; 
(xxvi) zip or slide faslerners, complete 
or parts thereof; (xxvii) pressure 
cookers; (xxviii) vaccum flasks, etc., 
complete or parts thereof; (xxix) play¬ 
ing cards (xxx)camphor; (xxxi) men¬ 
thol ;(xxxii) electric insulated tapes pro¬ 
duced with the aid of power; (xxxiii) 
abrasive taps not otherwise specified 
but produced with the aid of power, 
(xxxiv) bottled or canned and dehy¬ 
drated (packed in cans or foil packets) 
vegetables; (xxxv) oxygen, chlorine 
ammonia and refrigerated gases with 
the exception of ammonia gas used in 
fertilizers and oxygen for medical use; 
and (xxxvi) draw bar tractors as well as 
tractors for agricultural purposes. The 
duty on most of these items is 10 per 
cent ad valorem. In some cases it is 
20 or 25 per cent ad valorem. 

But the wisdom of stepping up the 


Table I 

NET TAX REVENUE OF UNION GOVERNMENT 



1950-51 

1955-56 

1960-61 

1965-66 

1970-71 

(Budget) (Revised) 

1971-72 

Budget 

Total Net Tax Revenue of Union Govern¬ 
ment . 

357.00 

411.47 

730.14 

1,784.62 

2,390.24 

2,442.07 

2,730.17 

of which 

Taxes on Income and Expenditure 

125.70 

113.23 

191.97 

453.72 

430.46 

466.16 

481.47 

Taxes on Property and Capital Transac- 
tions 

3.81 

2.55 

13.49 

19.83 

27.05 

25.77 

39.83 

Taxes on Commodities and Services 

227.49 

295.6° 

524.68 

1,311.07 

1,932.73 

1,950.64 

2,208.87 

(/) Customs. 

(ii) Union Excise Duties 

Non-Tax Revenue. 

157.15 

166.70 

170.03 

538.97 

465.00 

487.62 

534.00 

67.54 

128.68 

341.25 

752.00 

1,424.33 

1,415.20 

1,660.26 

48.86 

69.72 

147.32 

535.77 

899.75 

949.36 

1,009.51 

Total Net Revenue of Union Government .. 

405.86 

481.19 

877.46 

2,320.39 

3289.99 

3.391.43 

3,739.68 

States’ share in Union Taxation * 

— 

73.59 

165.38 

276.05 

743.90 

755.00 

892.89 

of which 

Excises, including additional levy in lieu 
of Sales Tax, account for 

— 

16.57 

75.10 

145.92 

358.41 

390.04 

422.85 


*Jn union government’s revenue this has been deducted. So also for the total taxation effort of the union government. 
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duties on some items as well as that of 
certain fresh imposts can certainly be 
questioned. 

The excise levies have been increased 
sharply on gasoline and high grade 
lubricants. The most drastic enhance¬ 
ment has been in the duty on certain 
high boiling point spirits (SO paise a 
litre). Blit since lhe objective of this is 
to stop adulteration of gasoline — 
these spirits hitherto have been attrac¬ 
ting only a small duty which made adult - 
ration of petrol a profitable proposition 
— this proposal can scarcely be criti¬ 
cised Similar is the case with the 10 
paise per kg increase in the duty on 
mineral turpentine oil which is used 
for adulterating kerosene. 

So far as gasoline is concerned, the 
excise levy on it has been raised by 
20 paise per litre. Along with the nearly 
three paise per litre increase announced 
by the Ministry of Petroleum— as a 
sequel to the rise in the prices of crude 
oil in West Asia — and the sales tax on 
the revised ex-refinery cost of gasoline, 
the net effect has been an increase of 
nearly 24 paise per litre. The retail 
price, however, is reported to have 
been raised by 26 paise per litre — the 
additional two paise are said to be 
being charged for the higher capital 
employed by the dealers now and such 
service charges as checking of tyres, 
etc. With the additional impost, the 
tax element in the retail price of gasoline 
works out to nearly 85 per cent. The 
way the government revenue from gaso¬ 
line went up sharply since 1956 till 
this year's budget proposals is evident 
from Table II. 

Hackneyed Pleas 

The heavy dose of taxation proposed 
by Mr Chav an on gasoline has been 
justified by him on the ground that 
consumption of crude oil has to be 
curbed with a view to containing the 
foreign exchange expenditure on its 
unpoits. Whenever sharp increases in 
the governmental imposts on petroleum 
products have been effected in the past, 
always this same reason has been tin¬ 
ted out. 

Opinions will differ on whether our 
oil exploration effort lias been commen¬ 
surate with the growing needs of the 
economy for petroleum products and 
also on the wu\ the public sector re¬ 
fining capacity has b:en built up in the 
country (particular reference here is to 
the unduly high price which we are 
ohliged to pay for Darius crude for the 
Madras refinery). But there can be no 
denying the fact that in the situation 
in which wc arc placed today, there have 
to be curbs on the consumption of pet¬ 
roleum products with a view to restric¬ 
ting the imports of-crude oil. 

But is the sharp increase in the price 
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of gasoline the answer? It is a well 
known fact that we are surplus in gaso¬ 
line and reducing its output has been a 
problem. Exports too are not an econo¬ 
mic proposition. Taxing gasoline thus 
is no answer to the problem of contain¬ 
ing crude oil imports. 

What will make a wholesome diffe¬ 
rence to flic imports of crude oil is 
the curbing of consumption of high 
speed diesel oil (HSD), furnace oil and 
kerosene. The Finance Minister has 
left all these three products untouched. 
Some increases in their prices, of course, 
have been effected by the Ministry of 
Petroleum to pass on the increased 
burden of crude oil imports. 

Enormous Adult ration 

A significant point that needs to be 
noted in regard to kerosene and USD 
is that a great deal of adulteration of the 
latter with the former is going on at 
present, thanks to there being a diffe¬ 
rence of nearly Rs 225 per kilolitre in 
the prices of the two. If ways and means 
can be devised to check this adultera¬ 
tion not only the revenue of the 
government can go lip appreciably 
because of the higher duly on HSD, 
but also a good deal of saving can 
be effected in the foreign exchange 
expenditure incurred on the imports 
of kerosene. The industry suggested 
some time ago colouring of kerosene 
so that adulteration of HSD could 
be detected easily. But no decision 
has yet been taken by the government 
in this regard. 

The real intention behind subjecting 
gasoline to a steeply enhanced duty 
seems to be to tax owners of cars and 
scooters. But along with them, the 
other city dwellers arc being made to 
pay more for their transport. The bus 
service being what it is in most of the 
metropolitan cities, it is presumptuous 
to assume that only the middle and 


Consumer 
price minus 
tax and 
duty cle¬ 
ment 
(Rs) 


1-1-56 

1.40 

1-4-60 

1.21 

18-2-65 

0.79 

1-7-70 

1.10 
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higher income bracket people use taxis 
and auto-rickshaws or scooters. The 
cost of city transport, in fact, has been 
raised by Mr Chavan in other ways too 
— a sizable increase in the duty on 
lubricants, auto accessories and taw 
materials going into the manufacture 
of motor vehicles and parts, etc. 

Cross Purposes 

Another point that arises in this 
connection is that the taxing of gaso¬ 
line at a high rate runs counter to the 
proposals for augmentfhg the car and 
scooter manufacturing capacity in the 
country. Why waste scarce capital re¬ 
sources on this if the running costs are 
to be made prohibitive, one may ask. 

The raise in the excise levy on liquid 
petroleum gas, though modest inas¬ 
much as it works out to nearly 75 paise 
per cylinder of J2.5 kgs, inclusive of 
the increase in sales tax, can also 
questioned. It may be recalled that the* 
Shantilal Shah Committee, which last 
year submitted its report on the pricing 
of oil products, had recommended 
scaling down the price of LPG by about 
three rupees per 12.5 kg cylinder. While 
the Ministry of Petroleum was quick 
in taking action in regard to the other 
petroleum products in whose case the 
prices were to be revised upwards or 
only marginal reductions in prices were 
to be effected, it has been dodging de¬ 
cision on the reducing of the prices of 
LPG. 

The other excise measures to which 
exception may be taken relate to the 
duties on superfine and fine cotton cloth, 
readymade garments, prepared and 
preserved foods and woollen yarn. 
The changes in excises on superfine and 
fine cotton cloth arc in the additional 
duties levied in lieu of sales tax; they 
arc for the benefit of the state govern¬ 
ments. On readymade garments, wool¬ 
len yarn and prepared and preserved 


Tax and 

Consumer 

Duty and 

duty cle¬ 

price in¬ 

Tax as 

ment in 

clusive 

percentage of 

consumer 

of tax and 

Consumer 

price 

< r* _\ 

duty 

\ 

price 


(Rs) (Rs) 


1.49 

2.89 

51.6 

2.08 

3.29 

63.2 

5.27 

4.06 

80.5 

4.67 

5.77 

80.9 


Tabu: II 

GASOLINE CONSUMER PRICE AND TAX ELEMENT 
(In Bombay citv pei 5 litres) 
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foods, they are otherwise — for the 
benefit of the central exchequer pri¬ 
marily. 

So far as the enhancement of the addi¬ 
tional excise duties on superfine and 
fine cloth arc concerned, the Finance 
Minister could have stayed his hand 
this year as he has done in the c^se of 
sugar. No doubt the central govern¬ 
ment was committed, in terms of the 
National Development Council’s de¬ 
cision, to help state governments in 
raising their revenue through the levy 
of additional excise duties. Still, the 
puces of superfine and fine cloth have 
registered such a sharp rise rn the past 
few months (10 to 25 per cent) — 
thanks to raw material shortages —that 
the stepping up of additional excise 
duties on them was hardly called for. 
In fact, as a statement issued by the 
Indian Cotton Mills’ Federation sug¬ 
gests, the industry “expected some re¬ 
lief in excise duty because of the very 
adverse conditions through which it 
has been passing.” 

The 10 per cent ad valorem excise 
freshly levied on readymade garments 
sold under registered trade marks or 
brand names is obnoxious on two 
counts. First, subjecting of readymade 
garments to excise levy means imposing 
double duty — once at the fabric stage 
and the other at the garment stage. 


Secondly, thr readymade garments 
industry is a newly established one and 
requires encouragement.. The recent 
parleys with several foreign trade dele¬ 
gations suggest that there is a great ex¬ 
port potential in this line. To enable 
this industry have a good export mar¬ 
ket, it is necessary that its domestic 
market should also be expanded. 

The “nascent industry” argument put 
forth above in regard to readymade 
garments applies equally to the food 
preparation and preservation industry. 
What the Finance Minister has done 
this year in respect of this industry is 
that the notification specifying the ex¬ 
cisable items in this industry has been 
amplified to include bottled or canned 
and dehydrated (packed in cans or 
foil packets) vegetables. Notwith¬ 
standing the progress made in the re¬ 
cent past, the food preparation and 
preservation industry cannot be said 
to have passed the nascent stage as yet. 
With the notable exceptions of a few co¬ 
operatives, successfully operating 
mainly in milk products, sugar and 
fruits, and a handful of industrial estab¬ 
lishments engaged in preserving vege¬ 
tables, very little has been achieved so 
far. Out of the total production of 16 
million tonnes of fruits and vegetables 
in the country, not more than about 
100,000 tonnes were processed till 
lately. Of a catch of nearly 1.5 million 


tonnes of fish, processed fish products 
added up to no more than 5,000 tonnes. 
Similar is the story of milk, meats and 
other food products. The result is that 
a good deal of precious food is being 
wasted for lack of processing facilities. 
The annual Wastage in the case of fruits 
and vegetables alone is estimated bet¬ 
ween 20 and 25 per cent of the total 
output. 

There can be little doubt that if pro¬ 
perly encouraged, the food processing 
and preservation industry can go a 
long Way towards not only obviating the 
wastages of food but also improving 
the diet of the people. Good dividends 
can be earned in the form of wide new 
avenues of employment and export 
earnings. In this industry, although 
a few large-scale units have come up, 
the growth has to be essentially in the 
small-scale sector. 

t 

As regards the duty on woollen yam, 
the point to be noted is that the prices 
of this yarn as well as of woollen fab¬ 
rics have been going up by five to 10 per 
cent per annum for nearly a decade 
now owing to restricted’imports. This 
year imports of raw wool as well as 
wool tops have been subjected to 
40 per cent duty for the first time. This 
is bound to be reflected in the higher 
prices of woollens. The excise duty on 
yarn, which is ad valorem at varying 
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SELECTED ECONOMIC INDICATORS : 1969-70 AND 1970-71 
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rates on different counts, will surely 
provide a further push to prices. With 
the hosiery industry already facing 
difficult time on the export front, ex- 
ployment in this industry can be ex¬ 
pected to worsen. The plight of the 
consumer can well be imagined. 

The hitherto three-tier excise levy 
on cigarettes has been replaced by a 
five-tier system. This is welcome. 
But the incidence of the enhancement 
in the duty is indeed quite heavy. The 
excise revenue from the cigarette in¬ 
dustry, excluding the revenue from 
tobacco, went up from Rs 46 croresto 
Rs 126 crores between 1965-66 and 
1969-70. Last year, it aggregated to 
nearly Rs 150 crores. This year it may 
go up to as much as Rs 182 crores. The 
total excise revenue from tobacco and 
cigarettes in 1971-72 is estimated to 
be of the order of Rs 271.63 crores. 
The revenue from the cigarette in¬ 
dustry, thus, will be nearly 70 per 
cent of the total receipts from excises 
on tobacco and cigarettes. This 
compares with nearly 66 per cent 
last year, approximately 62 per cent 
in 1969-70 and about 42.7 per cent in 
1965-66. 

Incidence on Cigarettes 

The cigarette industry's contribution 
to the total excise revenue went up 
from 5.14 to eight per cent between 
1965-66 and 1970-71. This year it may 
increase to nine per cent. The inci¬ 
dence of new excise rates on the whole¬ 
sale selling prices of top grade cigarettes 

— if full incidence is passed on to the 
consumer without any adjustment on 
different categories as is usually done 

— is estimated to be between 48 to 64 
per cent. In the case of medium grade 
cigarettes, it works out to 22 to 33 per 
cent. The prices of the lowest grade 
cigarettes should go up by eight to 10 
per cent. Indeed a heavy price one 
has to pay for lady nicotine's charms! 

Coming to customs duties, the most 
serious implication of Mr Chavan’s 
proposals is that cost-push inflation will 
get further fillip. Some excise levies, 
such as those on maida (for bread and 
biscuits particularly), calcined petro¬ 
leum coke, auto accessories and parts, 
chemicals, industrial fans, camphor, 
menthol, tractors, gases, electric light¬ 
ing accessories, etc, will also contri¬ 
bute towards this trend. So also the 
the increased freight costs, both road 
and rail. An indication to this effect 
has already been provided by no other 
person than Mr K.T. Chandy, the 
Chairman of Hindustan Steel. 

The cost-push inflation injected by 
the Finance Minister through import 
duties is quite significant, for not only 


non-ferrous metals, agricultural tractors 
etc, have been subjected to heavy im¬ 
port duties, but also the levies on ma¬ 
chinery required for the initial setting 
up of projects or for substantial expan¬ 
sion of the existing projects as well as 
those on iron and steel materials have 
been raised. The scaling down of the 
import tariff in respect pf general ma¬ 
chinery from 35 to 30 per cent, as 
can be judged from the small loss to 
the exchequer of four to five crores of 
rupees on this score, will not be very 
helpful. The nation indeed is being 
asked to pay dearly for the poor per¬ 
formance of some of the key units in 
the public sector. The steel and copper 
units are pertinent examples of this. 
The enhanced import duty on staple 
fibre, excluding yarn, incidentally pri¬ 
marily aims at mopping up large profits 
in this item. It should also encourage 
indigenous manufacture so direly 
needed to relieve the pressure on 
cotton. 

Inflation Accentuated 

There can be little doubt that in¬ 
flationary tendencies will get accentua¬ 
ted as a result of this year’s union 
budget — of course, taking into con¬ 
sideration the impact of the railway 
budget as well. Apart from the in¬ 
fluence of various customs and excise 
duties on the price level as argued above, 
deficit financing too, if not contained 
within the limits presently envisaged, 
will have its adverse effect on the price- 
line. The danger of deficit financing 
exceeding Rs 220 crores, as proposed 
by Mr Chavan, or even Rs 250 crores, 
which is considered by some as a safe 
limit for this year, is real. The cost of 
providing relief to the refugees from 
Bangla Desh is one imponderable. 
Defence expenditure is another. Defi¬ 
cit budgeting on the part of the states 
is the third, perhaps the most impor¬ 
tant, imponderable. 

The inflationary tendencies, however, 
may get mitigated to a considerable ex¬ 
tent if agricultural output is buoyant 
and industrial production picks up. 
Whether the nadir has been reached in 
so far as the growth rate of industrial 
output after the recession of 1966 and 
1967 is concerned, it is difficult to say 
at present. If the rains fail or industrial 
relations do not show considerable 
improvement, the price front many well 
become restive. 

A few words may also be said about 
the upward revision effected by Mr 
Chavan in Post and Telegraph tariffs. 
The P&T department, the Finance 
Minister has stated, is expected to in¬ 
cur a loss of nearly Rs 15 crores this 
year. To fill the gap between receipts 
and expenditure of this department, he 


has proposed a raise in tariffs which 
will net in a full year Rs 10.84 
crores. 

In line with the philosophy behind 
his direct and indirect taxation pro¬ 
posals, the P AT tariffs too have been 
selectively stepped up by Mr Chavan 
so as to make primarily the more 
affluent sections of society pay more. 
Thus, whereas the tariffs of items like 
postcards, letter cards and letters have 
been maintained at the present levels, 
those for telegraphs and telephones 
have been increased fairly steeply. 
There is a marginal scaling up of the 
registration and parcel fees as 
well. 

Sizable Losses 

That the P&T department should 
continue to make sizable losses even 
after nearly four-fold increase in its 
revenue during the past one decade is 
a matter of deep concern. Not only 
are the losses continuing but also there 
is a marked deterioration in the ser¬ 
vices. 

A significant fact to be noted about 
P&T tariffs is that services, such as 
telephones and money remittances are 
being charged at much higher rates than 
would be justified by the cost of ren¬ 
dering them. There can, of course, be 
no grouse if reasonable surpluses are 
aimed at from these services, but it is 
wrong to make them subsidise low 
productivity or high costs elsewhere. 
The long queue for telephone connec¬ 
tions should suggest that there is a 
case for rapid expansion of this service 
so that the revenues of the P&T 
department may be set on an even 
keel. But the ideological considera¬ 
tion of expanding the public sector 
seems to hinder the growth of manu¬ 
facture of equipment. The cable in¬ 
dustry, for instance, has been suffering 
from gross under-utilisation of capacity. 
It is in a position to supply telephone 
cables expeditiously if it is allowed to 
instal some balancing equipment at a 
cost of a couple of crores of rupees. 
But what do wc find? A new cable fac¬ 
tory is being set up in the public sector 
at six to seven times the above cost. 
This factory will begin to yield in 
four or five years — over twice the 
length of the period in which supplies 
from the existing private sector cable 
manufacturers can be ensured. 

The need for the inculcation of dis¬ 
cipline among the P&T employees and 
the raising of productivity of t he depart¬ 
ment cannot be over-emphasised. Un¬ 
less concerted attempts are made in 
these directions, the P&T services, 
as a Whole, will not start yielding 
any surplus. 
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Table III 


EXCISE LEVIES ON SELECTED COMMODITIES* 

(Rs crores) 


Commodities 1950-51 1955-56 1960-61 1965-66 1970-71 1970-71 1971-72 

(Accounts) (Accounts) (Accounts) (Accounts) (Budget) (Revised) (Budget)t 


Total 

67.54 

145.25 

416.35 

897.92 

1,812.75 

1,805.24 

2,083.11 






(2,108.05) 

Petroleum products . 

2.08 

26.11 

98.14 

271.21 

636.54 

623.05 

724.85 

(733.95) 

Tobacco and cigarettes . 

31.99 

36.46 

59.41 

109.13 

227.53 

228.38 

271.63 

(277.91) 

Cotton yam and fabrics . 

9.26 

28.18 

63.08 

95.64 

113.76 

117.36 

130.18 

(132.48) 

Rayon and synthetic fibres, yarn and fabrics 


2.18 

4.93 

21.85 

101.90 

107.86 

116.35 

(116.40) 

Woollen yarn, tops and fabrics 

— 


0.02 

2.04 

7.50 

7.70 

10.80 

(10.81) 

Iron and steel products . 


— 


70.86 

96.90 

89.02 

100.86- 

(101.30)** 

Cement . 

- - 

2.22 

18.54 

30.73 

36.68 

45.30 

49.60 

(49.68) 

Food and beverages (sugar, tea, codec, con¬ 






. 


fectionery, prepared and preserved foods, 
aerated water, glucose and dextrose) 

10.99 

22.68 

53.01 

72.98 

172.28 

185.92 

208.35{ 






(210.96) 

Vegetable oils and fats 

2.19 

4.11 

17.32 

8.55 

13.85 

15.57 

16.13 

(16.03) 

Jute manufactures . 

— 

— 

— 

7.17 

20.35 

20.35 

22.65 

Paper . 

— 

2.68 

8.38 

18.09 

24.63 

24.63 

26.23 

Aluminium . 

— 

— 

1.17 

3.11 

23.00 

31.92 

35.64 

Matches . 

8.07 

10.08 

18.08 

23.24 

28.00 

28.10 

29.00 

Fertilizers . 


— 

— 

— 

24.82 

19.00 

22.80 

Motor vehicles . 

— - 

— 

8.03 

20.09 

29.50 

27.30 

30.00 

(33.50) 

Internal cumbustion engines .. 

- 

— 

1.53 

2.18 

1.54 

1.54 

1.65 

Tyres and tubes 

4.04 

5.53 

13.54 

29.58 

61.20 

57.00 

62.40 

Motor vehicle parts and accessories 



0.2 

2.93 

8.20 

10.80 

1.35 

(1.60) 

12.16 

(12.20) 

Air-conditioning, refrigeration and cooling 

appliances . 



Glass and glassware 

— 

—- 

0.11 

3.49 

5.70 

6.61 

9.20 

(9.70) 

China ware and porcelain ware 


— 

0.30 

1.43 

3.12 

3.60 

5.55 

(5.75) 

Soap ... 


1.55 

2.38 

4.73 

9.24 

8.58 

10.59 





■V 


(10.86) 

Cosmetics . 

—~ 


0.07 

2.01 

4.14 

4.14 

5.23 

(5.40) 

Electric bulbs and tubes . 


0.25 

0.68 

1.74 

3.53 

4.38 

6.10 

(6.31) 

Electric fans 

— 

0.27 

1.17 

1.98 

3.24 

3.24 

4.54 

(4.68) 


Figures inbrackcts reflect revenue if the incidence of budget proposals for full year is taken into account. 

♦Includes basic duties, special duties, cesses and additional duties. tAfter including the effect of budget proposals, 
"♦includes duty on bolts and nuts. {Includes salt cess. 
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UTTAR PRADESH FINANCIAL CORPORATION 

OFFERS 

FINANCE ON LIBERAL TERMS 

FOR 8ETTING UP INDUSTRIES IN 
UTTAR PRADESH 

• Margins specially reduced to 25% for small units 
for Loans upto Rs. 3,50,000/-. 

• Assistance tailor-made for individual needs. 

• Application forms simplified considerably. 

• Disposal of applications in about 45 days. 

• Special schemes of assistance for technical 
Entrepreneurs, Road Transport Operators and 
Hotel Industry. 

• The Guarantee commission, normally payable by 
Small Scale Units, whose cases are referred to 

t Credit Guarantee Organisation, is borne by the 
Corporation on their behalf. 



SPECIAL CONCESSIONS FOR INDUSTRIES IN SPECIFIED BACKWARD AREAS OF THE STATE 


• RATE OF INTEREST 

* MARGIN 


* INITIAL GRACE PERIOD 


* PERIOD OF REPAYMENT 

* REDUCTION IN OTHER 
CHARGES 


7% Effective (may be reduced to 6% if subsidy of 
I % from State Government is provided.) 

Upto 10% (as against normal margin of 15% to 
25%) in case of technical entrepreneurs from 
15% to 35% (as against normal margin of 25% 
to 50%) generally. 

Longer grace period for commencement of 
repayment upto 4 years instead of 2 years, from 
the date of the first disbursement of the Loan. 

Longer repayment period upto IS years. 

50% reduction in processing fee and legal charges 
and commitment levy. 


Dr. P. ASTHANA 

General Manager 


For details enquire from : 


N. S. MATHUR, I.A.S. 
Managing Director 


Head Office: 7/154 Swariip Nagar, KANPUR 

Branch Offices: 68/2 Chandrika Colony, Sigra, VARANASI 

160, New Gandhi Nagar, GHAZIABAD 
371, Civil Lines, JHANSI. 
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POINTS OF VIEW 

Budget Against Growth 

R. V- MURTHY 


Reactions to the union budget are 
closely related to pre-budget ex¬ 
pectations of the public, on the one 
hand, and thccxigcncies of the situation, 
on the other. Public expectations on 
the eve of the budget, though varying 
from sector to sector, are based on the 
latest Economic Survey and the objec¬ 
tives the government keeps on avowing 
from time to time. After perusing the 
Economic Survey for 1970-71, released 
by the Government of India a few days 
before the 1971-72 budget was presented 
to Parliament, the public had every 
justification to expect a not-so-stiff 
budget. Inasmuch as the Economic 
Survey has catalogued both the credits 
and debits, leaving the impression that 
the Indian economy is today better 
poised than before for rapid develop¬ 
ment, and the union government also 
is keen on promoting growth and em¬ 
ployment opportunities, the general 
belief had been that the budget would 
be primarily growth and employment 
oriented. 

Disturbing Developments 

Such has also been what the govern- 
ment spokesmen have been reiterating 
from all pulpits and platforms. The 
exigencies of the situation, on the other 
hand, have all been against expectations 
of a soft budget. Even at the time of 
the interim budget, it was known that 
the government would require more 
resources to provide for a larger Plan 
outlay during 1971-72 than in 1970-71 - - 
sufficiently large to take care of not 
only the absolute increase in size but 
also the cllect of rising prices so as 
to ensure a successful implementation 
of the enlarged Plan. Since then, the 
disturbing developments in East Ben¬ 
gal have forced on this country an 
additional problem arising from the 
large-scale refugee influx. In view of 
this, the general pre-budget expectation 
this time was that, while not disturbing 
such sectors as have already been 
contributing to economic development, 
the union Finance Minister would do 
something positive not only to en¬ 
courage these sectors to keep up their 
contribution but also to induce several 
others to participate in economic ven¬ 
tures by offering fresh incentive. All 
these called for a bold and imaginative 
budget, and the budget presented on 
May 28 by Mr Y.B. Chavan is anything 
but this, if one is to sum up the reactions 
of business and industry in Bombay. 

One school of businessman seems to 


believe that the budget is deceptive, 
in that, prima faci<\ it gives the impres¬ 
sion that it has left the corporate sector 
more or less untouched which, of 
course, is not the case. Unfortunately 
for the union Finance Minister, the 
stock markets were not taken in, as 
some had expected, because they 
were not guided just by this considera¬ 
tion, but took into account the overall 
effect of all the budget proposals, in 
particular those that tend to inhibit 
savings and, therefore, investment in 
shares. Share markets normally base 
their calculations on profitability, i. e. 
returns, and growth prospects. 

Uncertain Future 

Thanks to the new budget proposals, 
even companies with a good record of 
handsome returns to their shareholders 
and those with known chances of growth 
now view their future outlook with not 
a little uncertainty, if not apprehension. 
Is it any surprise, therefore, that e\en 
those who had something good to "ay 
about the budget have chosen only faint 
praise? For instance*, the President of 
the National AHiapcc of Young En¬ 
trepreneurs -Mr Chandrakant S. 
Desui- who began by patting the union 
Finance Minister on the back by 
remarking that “on the whole, the 
Finance Minister has handled a very 
difficult task with caution and res¬ 
traint'’, ended up with his apprehension 
that “the oveiall effect could well be 
inflationary and adversely affect go\em¬ 
inent \ avowed efforts to hold the 
price line". 

Mr Uarish Mahindra, President 
of the Indian Merchants' Cham¬ 
ber, Bombay, was more categorical. 
He was convinced that, by imposing 
the ruthless taxation measuies in the 
hope of reducing concentration of eco¬ 
nomic power and removing disparities 
of income and wealth, Mr Chavan has 
adopted a negative approach and ironed 
the opportunity of making his budget 
an instrument of growth precisely 
at a time when the economy is poFed 
for rapid development. He was also 
critical of the Finance Minister for 
failing to bring the affluent agricultural 
sector Within the ambit of his wide and 
varied tax measures. 

A news agency has given credit to 
Mr Chavan for what it describes as 
“enunciating*’ new economic laws in 
the tradition of Gresham and other 
economists, but this hardly fits 
a Finance Minister who, while pro- 
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fessing that “faster growth and greater 
social justice will be elusive goods 
unless pursued in a milieu of relative 
price stability'’, has acted to produce 
exactly the opposite results. Take, lor 
example, the series of his indirect tax 
proposals. Not all of these hit only 
the rich: although the steeper increases 
in excise duties, such as those on so- 
called luxury goods like high class 
cigarettes and petrol, have been mainly 
aimed at them, the middle class and 
even the poorer classes are affected 
by some of them, albeit indirectly. 
Surely, to tax medium cloth, soap and 
ready-made garments, or pressure coo¬ 
kers for that matter, is not the way 
to stabilise prices or to raise the 
standard of living of our people. 

Similarly, to give credit to Mr 
Chavan for having “enunciated'' an¬ 
other economic law—“inflation dislo¬ 
cates attempts to increase the efficiency 
of production and to lower unit cost, 
which, in turn, affects exports” is not 
quite right, when l e has not cared to 
exempt from import duty machinery 
imported for export-oriented industries, 
likewise, some essential raw materials 
which we have necessarily to import to 
keep the wheels of industry moving 
have not been exempted. 

Important Aspect Ignored 

Of a piece with the above unimagin¬ 
ative proposal is the proposal to remove 
industries like aluminium, motortrucks 
am! buses, automobile ancillanes and 
refractories, etc. from the priority list, 
on the score that many entrepreneurs 
are allegedly anxious to enter the field, 
because of the enormous profits there. 
Tlie^e arc among the industries that 
have not only been producing goods 
which this country would have had to 
import otherwise, but building export 
outlets and also collaborating with 
other developing countiies to set up 
joint ventures abroad, an important 
aspect that seems to have escaped 
notice. 

’I hen there are certain industries 
which, have been subjected to savage 
levies. A case in point is the staple 
fibre industry, and, as the Chairman of 
the Silk and Art Silk Mills’ Association 
observed, “the 100 per cent increase 
in duty on staple fibre will greatly 
a Peel the poor weavers and consumers. 
One can, therefore, readily share his 
feeling when he explained: “It is diffi¬ 
cult to understand whv stap’e fibre, 
which goes into the poor man's apparel, 
has been singled out for an increase 
of 100 per cent duty”. 

Next, there is the pioposal to d s- 
continue the development rebate after 
1974. Someone perhaps too eager to 
please Mr Chavan has interpreted 
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this as a strategy to get as many new 
industries as possible started in the 
remaining years of the fourth Plan 
itself and thereby create additional 
employment oppor unities. Fine, if 
this were the idea, the Finance Minister 
jhould have clarified the point, but he 
has not done so as yet. Obviously 
the proposal is intended to demonstrate 
that the government is out to be tough 
with big industrialists in its bid to show 
of!' its radical image. 

But the steep rise in the income-tax 
surcharge on incomes m excess of Rs 
15,000, the confiscatory increase in 
the wealth tax and the restraints on 
high salaries and perquisites to business 
executives arc perhaps among the worst 
proposals, especially when there is 
urgent need to raise the percentage of 
capital formation to national income 
from the lagging level of 12 per cent 
today to 15 percent by the end of the 
current Plan, as the Economic Survey 
has pointed out. These maybe by way 
of implementing the 10-point economic 
programme of the Congress, but let 
there be no mistake about their adverse 
effect on the investment climate, be¬ 
sides their being deterrent disincen¬ 
tives. For it is only those that are 
sought to be penalised thus who can 
really go in for investment in equities 
or national savings bonds. Those get¬ 


ting an annual income of below Rs 
15.000, especially if they have even a 
small family and happen to live in 
cities such as Bombay, will be left with 
hardly anything worthwhile to invest 
after making both ends meet. It is 
this fear—the fear that the increase of 
as much as Rs 27 crores in direct 
taxes would result in smaller savings 
and consequently reduced investment 
in shares -that must have weighed with 
the stock exchange people in their 
assessment of the future outlook for 
investment. 

Finally, what should one think of 
a Finance Minister who does not even 
care to pause and weigh the impact 
of his proposal to levy a 20 per cent 
ad valorem on all tickets purchased in 
rupees so soon after Air-lndia has 
introduced its Jumbo-747 jets? Unless 
he has a sneaking desire (we hope not) 
to discredit this good public corpora¬ 
tion so ably presided over by a private 
sector spokesman, he should withdraw 
this forthwith; otherwise, the Govern¬ 
ment of India should ask Air-lndia to 
resell its new acquisition and take no 
further steps to start its proposed cor¬ 
poration for arranging charter flights. 
Meanwhile it would be worthwhile 
knowing if the union Minister for 
Tourism and Civil Aviation also agreed 
to this proposal. 


Blow to Private Savings 

SAGITTARIUS 


There has been, as usual, considerable 
camouflaging when formulating the 
regular central budget estimates for 
1971-72. The union Finance Minister, 
Mr Y.B. Chavan’s first budget will 
go down in history for its massive 
attempt to mobilise resources through 
higher direct taxes, denial of concessions 
to priority industries, higher customs 
and excise duties and a new list of 
excised commodities. The tax efforts 
in the past have not attempted to 
mobilise more than Rs 200 crorcs, 
including the share of the states, in any 
single year but the latest budget pro¬ 
posals are stunning as, on the govern¬ 
ment's own admission, they will fetch 
in a full year Rs 285 crores and in the 
current year Rs 220 crores, including 
the states' share of Rs 43 crorcs. Since 
the budget receipts for 1971-72 on the 
basis of existing taxation have been 
grossly underestimated and there has 
been a big rise in revenue expenditure 
due to additional Plan outlay of Rs 
155 crores, expenditure on refugees 
oT Rs 60 crores and an allocation of 
Rs 25 crores for granting relief to 
educated unemployed, there is a deficit 
of Rs 24 55 crores on revenue account. 
The surplus of Rs 198.14 crores in the 


budget for 1970-71 (revised) has thus 
been converted into a deficit. On the 
capital side, however, there is a smaller 
deficit of Rs 372.35 crores in 1971-72 
against Rs 427.71 crores in 1970-71 
(revised). The overall deficit has thus 
risen to Rs 396.90 crores from Rs 
229 57 crores, 

Mr Chav an has proceeded to gather 
tax revenues on an unprecedented scale 
for reducing this big deficit to Rs 220 
crores, the additional revenue accruing 
through new levies, as stated above, 
bringing in Rs 177 crores on central 
account in the remaining months of this 
year. It had been generally expected 
that there will be additional taxation 
for financing a higher level of develop¬ 
mental expenditure. There is also no 
doubt that the calculations of the 
government have been upset to a great 
extent on account of the huge influx 
of refugees from East Bengal. But it 
was not anticipated that additional 
taxation would be more than Rs 200 
crores in a full year and it would be 
necessary to secure fresh receipts for 
more than Rs 150 crores in the current 
year including the share of states. 

There was justification for this view 


as the ways and means positions of the 
government at the end of 1970-71 
was extremely comfortable and its 
deposits with the Reserve Bank stood 
at the fairly high level of Rs 362.47 
crores. These have no doubt come 
down to the low figure of Rs 55 16 
crores during the week ended May 21, 
1971. Some part of the decline has ob¬ 
viously been due to t^c heavy expendi¬ 
ture incurred on feeding refugees but 
there were also technical adjustments 
for reducing the load on the banking 
system and minimising the overdrafts of 
the state government^. It would appear 
that some part of the liability of the 
Food Corporation of India to its 
bankers has been taken over by the 
government and the latter is anxious 
to give the impression that it has no 
large unspent balances. 

Other Liabilities 

In spite of all this camouflaging, there 
is a big increase in “other liabilities' Y of 
the Reserve Bank and during the week 
ended May 21, 1971, these amounted 
to Rs 247. 19 crores, nearly Rs 93 crorcs 
more than the figure for the corres¬ 
ponding week last year. When the 
adjustments are effected in the last week 
of June in respect of the share of profits 
of the Reserve Banl< for 1970-71, central 
government deposits will swell again 
and there will also be a further decline 
in the overdrafts of the state govern¬ 
ments. 

These arguments have betn put for¬ 
ward only to show that Mr Chavan's 
observations about the likelihood of the 
overall deficit for 1970-71 being Rs 40 
crores higher than the revised overall 
deficit of Rs 229.57 crorcs will not be 
correct. This is because expenditure 
in the revised estimates is usually in¬ 
flated and revenue under-estimated. 
As it has been admitted that Plan 
outlay has revealed a considerableshort- 
fall in this year (1970-71)over budgetary^ 
allocations, the actual overall deficit 
when the accounts are finalised would 
be very much less. The same thing 
happened in 1969-70 when the actual 
overall deficit Was only Rs 45.53 crores 
against the revised overall deficit for 
that year of Rs 290.11 crores. 


The question may well be asked 
whether the government departments 
would be in a position to increase the 
Plan outlay by nearly Rs 300 crores 
when the budgetary allocations in the 
two previous years had not been fully 
utilised. The increases have, of course, 
been made in directions which are 
capable of absorbing them; but there 
should not be any spending spree 
leading to unproductive use of available 
resources and an accentuation ofinfla- 
tionery pressures. It is quite likely 
that the government will have at its 
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Converting tough rocks into 

MMTC is exporting one tonne of Iron Ore 
W I I every alternate second — converting tough 

^ Mm I M rocks into gold. The superiority of Indian 

Ore is now established in foreign markets. 

With the mechanization in ore handling and transport, the MMTC has effected 
a record performance during 1970-71. The total turnover is well above Rs. 250 


crores. 



THE MINERALS A METALS 
TRADING CORPORATION OF INDIA LTD. 

EXPRESS BUILDING, 

BAHADUR SHAH ZAFAR MARG, NEW DELHI 




1034 


EASTERN ECONOMIST 


June 11, 1971 


In our little way.-. 



we help India fight its war 
on all fronts 


As India moves towards its goal of all-round 
development, we make our contribution. On the 
food front Union Carbide provides pesticides 
and polyethylene film which help the farmer 
reap * bigger, better harvest. On the home 
front we bring to you a variety of household 
articles ranging from batteries and flashlights 
to colourful containers made from our poly¬ 
ethylene. We supply raw materials and chemi¬ 
cals essential for the pharmaceuticals, paints, 


textiles, Iron and steel and rubber Industries. 
On the export front Union Carbide combe the 
five continents for new markets and its products 
reach more than 50 countries Including the 
U.S.A, These are but some of the seeds that 
Union Carbide India Limited has sown to raise 
the standards of living of the people of India. 
Yes, in our little way we help India fight its war 
on ell fronts I 


sowing the seeds of progress 


vc-ie*ei 
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disposal over Rs 200 crorcs by way of 
additional taxation while the increase 
in revenues on the basis of existing 
taxation by itself may be of the order 
of Rs 100 crores. If the public sector 
undertakings also worked less in¬ 
efficiently in the current year, they may 
yield surpluses to the extent of Rs 50 
crores or even more. It is, therefore, 
clear that even assuming that the 
expenditure estimates have not been 
inflated, there will be no sizable overall 
deficit and the experience of 1969-70 
can be easily repeated. 

Under these circumstances, it is diffi¬ 
cult to understand why direct taxes 
have been so drastically revised and 
import duties have been “rationalised” 
and raised in a way which will have an 
inflationery effect on production and 
capital costs of industrial units and 
lead to a general increase in prices for 
raw materials and finished goods. The 
adjustments in excise duties will neces¬ 
sarily cause hardship to consumers at 
all levels. 

Fresh Incentives 

The union hi nance Minister has 
overlooked the fac* that a big in¬ 
crease in revenue and capital expendi¬ 
ture will have inflationery effects and it 
will be necessary to raise the output of 
consumer, producer and durable goods 
to offset them. The proper course 
would have been to offer fresh incentives 
to the corporate sector and also encour¬ 
age savings by individuals out of current 
incomes for being invested in industrial 
securities. 

Far from providing fresh en¬ 
couragement, there has been sur¬ 
prisingly an increase in the income-tax 
surcharge on personal incomes to 15 
per cent from 10 per cent and a whitt¬ 
ling down of the concessions relating to 
long-term savings. Why the candle is 
being burnt at both ends is not clear. 
With the additional surcharge the maxi¬ 
mum rate of income-tax will be raised 
to 97.75 per cent and residual incomes 
will be significantly lower in the tax 
brackets particularly between Rs 30,000 
and Rs 80,000. 

After having been encouraged to 
formulate schemes for long-term 
savings on the basis of definite con¬ 
cessions, it is surprising that there 
should be a reduction in the rebate for 
tax purposes to 40 per cent from 50 
per cent in respect of savings in 
excess of Rs 5,000 annually out of 
current incomes. The only consolation 
is that the exemption of income up to 
Rs 3,000, arising out of dividend and 
other approved incomes, will still be 
available along with the exemption for 
wealth tax purposes. Since the income- 
tax surcharge Will have a regressive 


effect, it should be withdrawn and the a higher tax rate of 52.65 per cent 
cost to the exchequer will not be heavy, against 50.60 per cent up till now. 


There is, however, no justification for 
penalising the priority industries parti¬ 
cularly when those like aluminium 
and cement are having the hardship of 
controlled prices and inadequate ad¬ 
justments in end-prices for offsetting 
rising costs. The six industries, alumi¬ 
nium, soda ash, cement, refractories, 
motor vehicles and automobile ancil- 
laries, excluded from the priority list, 
will not only have to pay a higher rate 
of 55 per cent on profit but will not 
also henceforth get the advantage of the 
higher development rebate available to 
priority industries. This will result in 
a bigger increase in the tax liabilities. 
Hindustan Aluminium, Indian Alumi¬ 
nium and Madras Aluminium arc busy 
implementing expansion schemes while 
many cement units have yet to complete 
their new plans. The large-sized soda 
ash plant of Tata Chemicals will be 
expanding its capacity to 1,000 tonnes, 
while Jiyajeerao also has a scheme 
of its own for establishing a new plant. 

The profitability of the working of 
aluminium, cement, and chemical units 
will, therefore, be seriously affected, 
while the cost ofcommercial vehicles and 
automobile component to the users 
will increase considerably because of 
higher direct taxes and excise levies. 
At the same time, the burden on the 


There will thus be a significantcontrac- 
tion in the generation of internal re¬ 
sources of these industries which has been 
estimated at eight crore rupees by 
the government in a full year. It may 
be higher at Rs 12crores or even more. 
As the government will not be agree¬ 
able to withdraw the new wealth tax 
levies because it is politically committed 
to reduce disparities in income and 
wealth, the punitive rates on wealth 
above Rs 15 lakhs should at least be 
lowered. 

Whatever might to done in this 
regard, there is no justification for the 
additional income-tax surcharge on 
personal incomes nor for the less liberal 
concessions relating to long-term savings 
in excess of Rs 5,000 in a year. If 
concessions to the priority industries 
also arc allowed to be continued as 
before, as they have to be, the exchequer 
will in all be “losing” only Rs 35 crores 
in a full year. Even if it becomes neces¬ 
sary to modify some proposals per¬ 
taining to the revision of excise duties 
or the imposition of new ones, the 
government can take the “loss” in its 
stride. If the available resources are 
wisely spent, there will be even greater 
buoyancy of revenues. Besides, actual 
expenditure may not be of the budgeted 
order and the overall deficit will be well 


remaining priority industries has in- below Rs 220 crores. Any unimagi- 
creased because of the computation of native attempt to mobilise resources 
chargeable profits on a revised basis, without immediate need for all of them 
Henceforth only 5 per cent of profits can have a defeating effect apart from 
will be exempt from tax as against 8 giving rise to discontent amongst tax- 
per cent hitherto. This will result in payers. 

THE INDUSTRIAL 

CREDIT AND INVESTMENT CORPORATION 
OF INDIA LIMITED 

invites applications for 

g ECONOMISTS 
|2 ENGINEERS 

- CHARTERED ACCOUNTANTS 
BUSINESS MANAGEMENT GRADUATES 

for its Economics, Project, Follow-up and Market Research Departments. 
There are posts for recently graduated persons as also for persons who 
have had 5-10 years experience. 

Age should not exceed 35 years and the salaries will be commensurate 
with qualifications and experience. Applications with complete bio¬ 
data should reach 

The Secretary & Chief Accountant 

The Industrial Credit & Investment Corporation 
of India Limited 

163, Backbay Reclamation, BOMBAY 20 BR 

within 15 days 
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ZENITH 

the pipe 
that goes 
round 
the world 


ZENITH black & galvanised steel 
pipes—incorporating the international 
know-how of Mannesmann Meer AG., 
West Germany-come in light, medium 
and heavy grades to BS-1387, to meet 
varying customer requirements.ZENITH 
STEEL PIPES won the Government of 
India's coveted Certificate of Merit 
for Outstanding Export Performance. 

Over 55% of ZENITH's production of 
top-grade steel pipes goes to over 39 
countries (including the USA, UK, 
Australia, Scandinavia, Canada, New 
Zealand). Wherever tough, durable 
steel piping is called for. 

You can't beat steel You can't beat 
ZENITH steel pipes. 



ZENITH STEEL PIPES LIMITED 

195, Churchgate Reclamation, 
Bombay 20 BR, India 
Telex: 011:2458 Cable: ZENPIPES 
Phone: 294445 

ZENITH—a big name in pipit 
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Growth With 

Presenting the budget of the Government of India in 
Parliament on May 28, the Finance Minister, Mr Y. B. 
Chavan, said that faster growth and greater social justice 
would be elusive goals unless pursued in a milieu of relative 
price stability. Inflation, he said, dislocates attempts to 
increase the efficiency of production and to lower unit 
cost, which in turn effects exports. He, therefore, advo¬ 
cated a faster rate of growth along with the parallel goal 
of achieving price stability. The full text of part tfc A” of 
the budget speech follows: 

On the 24th of March this year, I had presented to the 
Honourable House an interim budget for 1971-72. 1 had 

then assured Honourable Members that the Budget proper 
to be presented in the current session will provide for a 
significant increase in the outlays on development and social 
welfare over and beyond what the interim budget had 
indicatcd.lt is in fulfilment of this commitment that 1 rise 
before you today. 

Economic Conditions 

Earlier this week, the government has laid on the 
floor of the Honourable House the Economic Survey for 
1970-71. The Survey shows that the economy presents in 
general a promising picture indeed and that it is now better 
poised to tackle the tasks ahead than at any other time in 
recent years. We have once more been able to fulfil during 
1970-71, the target set in the fourth Plan with respect to 
the overall rate of economic growth. In agriculture, prog¬ 
ress has been maintained; foodgruins production has con¬ 
tinued to expandata most satisfactory rate. In the industrial 
sector, lack of certain essential raw materials lias hampered 
production in some areas and there is still under-utilisation 
of capacity in a few other areas. But new grounds have 
been broken in our import substitution efforts, and recovery 
from (he years of recession in the middle 1960’s is consider¬ 
able. Besides, the growth in small scale sector is most en¬ 
couraging. Enough symptoms abound which indicate that 
once a significant improvement occurs in the scale of public 
investments, industry as a whole will surge forward. After 
a few initial set-backs, there has been a remarkable spurt 
in exports towards the later months of the year. Belter 
organisation is, however, still the major outstanding task for 
both industry and exports. Apart from raw material 
shortages and procedural delays, we have also to face prob¬ 
lems of low scales of operations and high unit cost in some 
industries. Cost reduction and improvement in efficiency 
are thus vital for imparting a new dynamism to industrial 
growth and exports. 

In agriculture, too, there is yet no occasion to relent on 
our efforts. We must continue the search for high-yielding 
varieties of paddy which will prove durable in our varying 
agro-chmatic conditions, irrigation facilities will have to 
be expanded to ensure the extensive propagation of double 
cropping. Our search for better pest-resistant qualities 
of seeds for millets must go on. The greatest area of res¬ 
ponsibility will lie in improving the productivity per hectare 
of pulses and the cash crops, including cotton, oilseeds and 
jute. During 1970-71, tnerc was a marked stability— 
occasionally even a certain fall—in loodgrain prices. In 
fact, but for the government’s price support operations 
intended to protect the farmers, there would have been a 
steeper order of decline in these prices. Despite this. 


Social Justice 


there was an overall increase in the general price level largely 
induced by the shortage in the availability of commercial 
crops. Against this background, we cannot accelerate our 
rate of growth with price stability unless we raise the output 
of commercial crops. 

On the external side, while we can take credit for repa>ing 
our outstanding obligations to the International Monetary 
Fund, our balance of payments is not as satisfying as it was 
at (he end of 1969-70. Exports have shown a remarkable 
improvement* At the same time, with the rising tempo 
ol industrial activity, imports have been going up. Out¬ 
standing import licences suggest that there will be a further 
increase in imports during the current year. Because of 
shortage in steel, cotton, oils and oilseeds, we have had to 
plan for much larger imports than originally envisaged. 
Fresh aid allocations have declined during the past year 
even as the burden of debt servicing has continued to mount. 
Net aid available to finance imports has, therefore, shrunk. 
Thus we can scarcely afford to relax in the matter of a pru¬ 
dent management of our balance of payments. 

Reorientation of Policies 

The massive mandate which this government received 
from the people three months ago was a mandate for social¬ 
ism, a mandate for rapid economic growth matched by in¬ 
creased social justice. There can be little doubt that social 
justice must begin with increasing the opportunities of job 
and work for every one. A good deal has been done in 
the course of the past year to initiate measures for creating 
gainful work for the urban unemployed as well as the rural 
under-employed. During the past year, the nationalised 
banks have expanded their scale of operations so as to pro¬ 
vide more credit to the hitherto neglected sectors and for 
purposes^ of self-employment. They intend to do much 
more in future. A crash programme for rural employment 
has been announced and the government’s broad objective 
is to ensure employment to at least one person in each family 
in all parts of the country. At the same time, the govern¬ 
ment is determined that such schemes for creating employ¬ 
ment do not take the form of ad hoc measures but contri¬ 
bute to the accretion of additional physical assets in the 
countryside in the form of new roads, land reclamation, 
land development, drainage etc. 

Honourable Members will also remember that special 
works programmes were introduced last year to improve 
job opportunities in the countryside, particularly for the 
small farmers and in the backward areas. These schemes 
will continue. In addition, as I shall describe presently, 
we propose to make a special budgetary provision for assis¬ 
ting the educated unemployed in their search fora construc¬ 
tive opportunity to serve the nation. 

The largest stimulus to employment can, however, come 
onlv by increasing the tempo of economic activity all round. 

It is therefore essential that expenditure under the Plan is 
maintained on projected levels and that no shortfalls occur. 

I am afraid that our performance in 1970-71 in this respect 
leaves much to be desired. While I am proposing to in¬ 
crease significantly the Plan outlays over what was allocated 
last year, the emphasis has to be even more on the timely 
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implementation of Plan projects for which budgetary pro¬ 
vision is being made. 

Faster growth and greater social justice will be elusive 
goals unless pursued in a milieu of relative price stability. 
Wc can scarcely ignore the adverse etTects of unabated price 
increases on both investment and income distribution. In¬ 
flation also dislocates attempts to increase the efficiency 
of production and to lower unit cost, which in turn affect* 
exports. There is therefore need for continuous vigilance. 
The drive for a faster rate of growth in this sense, therefore, 
blends with the parallel goal of achieving price stability. 
In this task, we must also keep under examination the ope¬ 
ration of the monetary forces. 

Our procedure for formulating annual Plans is itself in 
the nature of a reassessment of Plan priorities and objec¬ 
tives, At the present juncture, when we have just received 
a new mandate, it is also necessary to make a fresh appraisal 
of the Plan as a whole. The emphasis from now on lias to 
be on measures which will speed up the process of imple¬ 
mentation of projects, foster the expansion of employment 
opportunities and reduce dispartics, including regional dis- 
partics. Honourable Members arc aware of the various steps 
taken in recent years for encouraging growth, including 
growth of industry in the backward areas through allocation 
of Plan assistance and similar fiscal and other means. The 
same objective has to be kept in mind in the allocation of 
our foreign exchange resources including those mobilised 
through external assistance. Schemes intended for backward 
areas have to be given due consideration at the stage of the 
formulation of the Plan itself, so that in the general allot- 
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ment of infernal and external resources under the Plait, 
the different parts of the country, and particularly the re¬ 
tarded regions, get their due share. 

Source of Future Growth 

Our public sector enterprises have deepened and widened 
the industrial base of the economy and achieved certain 
basic social objectives. Efficient performance on the part 
of these enterprises is crucial for the government's overall 
development effort. The extent of buoyancy that can be 
added to the economy each year will be largely related to 
the ability of the public sector to implement the Plan pro¬ 
posals. Administrative and procedural delays which hold 
back progress of these enterprises arc thus matters of consi¬ 
derable concern. Similarly, the public sector has to yield 
a sizeable surplus, since this surplus is a key source of future 
growth. During the past year, a number of steps have been 
taken to raise the general efficiency of public enterprises. 
Increasing attention is being devoted for the proper main¬ 
tenance of inventories as well as of plant and machinery in 
each public sector unit, and towards tackling the problem 
of personnel management and industrial relations. In 
regard to the latter, wc would certainly like to have the advieg 
and counsel of trade unions. They have an equal stake in* 
the efficiency of the public sector. ( hope that with their 
co-operation, it will be possible to initiate a new chapter of 
industrial relations in our public enterprises. 

A large segment of the commercial banks is also now 
a part of the public sector. Here, too, I would seek the 
co-operation of the trade union leaders to improve the 
efficiency of the banking system. A beginning was made 
recently when I initiated a dialogue with the employees and 
the management of the banks; our discussions covered such 
areas as credit planning and deposit mobilisation. I pro¬ 
pose to continue this practice. The new boards of directors, 
the composition ofwhichwill be announced soon and which 
will include representatives of the award staff and officers, 
will, I hope, carry forward the task of improving the pro¬ 
cedures and policies of the banks along intended lines. 

Each of the nationalised banks has been urged to have an 
annual credit plan which could ensure that the credit appor¬ 
tioned to the different sectors, and particularly the sectors 
neglected hitherto, is in conformity with their needs and at 
the same time within the norms of monetary expansion. 
The committee appointed by the Reserve Bank of India to 
suggest credit schemes for promoting self-employment has 
made a number of valuable suggestions which are being given 
shape to by the commercial banks. Another committee 
which was asked to recommend a scheme of differential 
lending rates for helping the smaller borrowers and the 
weaker sections of the community has just submitted its 
report. A Credit Guarantee Corporation has been set up 
with effect from April 1, to underwrite the advances 
offered by banks to small borrowers. Honourable Members 
are also aware that the government has recently framed 
the guidelines for the conversion into equity of loans offered 
by public financial institutions. These guidelines should 
go a long way to promote the establishment of a joint sector 
to which we attach considerable significance. 

Honourable Members, I am sure, are happy with our 
decision to take over the business of general insurance 
in the country. This decision marks a culmination of the 
process which was started when we nationalised the Imperial 
Bank of India and the life insurance business and to which 
we gave a major thrust less than two years ago through 
nationalisation of major commercial tanks. With these 
measures, virtually all the savings of the people mobilised 
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For the period 1970/71 we exceeded the minimum 
export obligations laid down by the Government 
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of the Pharmaceutical Industry. 
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by financial institutions can now be deployed in accordance 
with national priorities. 

In the interim budget, I had indicated that the year 
1970-71 will close with an overall deficit of Rs 230 crores. 
The budget documents I am presenting today repeat from 
the interim budget the revised estimates for 1970-71, since 
actuals are not yet available in most cases. According to 
the latest indications, however, the overall deficit for 1970-71, 
I am afraid, may be of the order of Rs 270 crores. 

While presenting the interim budget, 1 had occasion to 
express concern over the fact that a number of states were 
over-drawing their accounts with the Reserve Bank of India. 
I regret to say that despite the increased special assistance 
of Rs 195 crores to the states during 1970-71, there has been 
no abatement in the states* recourse to overdrafts from the 
Reserve Bank as will be evident from the fact that, at 
the end of last March, as many as 14 states had overdrafts 
aggregating to Rs 260 crores. The special assistance to 
slates, which was designed to help them to fulfil their targets 
of Plan outlays, is to taper off in the coming years. In this 
context, the problem of overdrafts assumes an additional 
gravity. I would appeal to the states to maximise their 
efforts for raising additional resources and to enforce the 
strictest discipline on the growth of non-Plan expenditure. 

Budget Estimates: 1971-72 

Honourable Members will recall that in the interim 
budget 1 had provided a sum of Rs 1,195 crores for the 
central Plan for 1971-72, that is, at the same level as in the 
budget for 1970-71. I had then stated that the provision 
for the central Plan for the current year was to be augmented 
following a review of requirements and resources. I pro¬ 
pose to raise the outlay under the central Plan by Rs J 55 
crores, that is, to Rs 1,350 crores. This represents an 
increase of more than Rs 300 crores over the likely actual 
level of expenditure in 1970-71. The more important areas 
where the budgetary provisions have been significantly raised 
over what Was provided in the interim budget include ship¬ 
ping (Rs 16 crores), ports (Rs 13 crores), roads (Rs 10 
crores), mines and metals (Rs. 9 crores), health and family 
planning (Rs 12 crores), post & telegraphs (Rs 11 crores), 
agriculture (Rs. 32 crores) and food procurement (Rs 18 
crores). 1 had already provided in full in the interim budget 
the sum of Rs 785 crores towards central assistance for the 
Plans of the states and the union territories, as against 
a provision of Rs 711 crores in the budget for 1970-71. 

For creating immediate employment opportunities, even 
a larger Plan outlay may not be enough in the short period. 

I have therefore decided to add a further thrust to the public- 
sector outlay which could both generate additional employ¬ 
ment and provide relief to the weaker sections of the com¬ 
munity. For the crash programmes for rural employment 
a provision of Rs 50 crores was already made in the March 
budget. But the problem of unemployment is equally 
acute among our educated young men and women. We 
are determined not to permit them to be a lost and frustrated 
generation. Wc propose to assist them actively so that they 
might set themselves up in gainful creative endeavours which 
would at the same time accelerate the pace of economic- 
progress of the country. To this end, in the budget I am 
now presenting, we propose to allot a further sum of Rs 
25 crores for schemes specially designed to suit the educated 
unemployed including engineers and technicians. The 
details of these schemes are being worked out in consultation 
with the Planning Commission and the ministries concerned. 

Honourable Members wilt be glad to know that the pro¬ 
vision of Rs 4 crores made in the interim budget for a 
nutrition programme for children is now being raised to Rs 


10 crores, and included in the Plan. I have no illusion that 
even this larger provision will mean much more than a 
beginning in the task of protecting and nurturing the health 
and welfare of the poor children, i do hope that, in this 
matter. We will be in a position to do substantially more 
in the coming years. I might also mention here that we 
propose to reserve 25 per cent of fresh admissions to public 
schools for meritorious candidates. Who will be offered 
government scholarships. 

Slum Clearance 

The special provisions made last year for improvement 
of slums are being maintained. The wo-k of the Calcutta 
Metropolitan Development Authority will be pursued with 
vigour. I would also like to state here that the government 
would consider sympathetically proposals for a similar 
improvement in living conditions tor slum dwellers in other 
metropolitan cities and towns: if state governments and 
municipal bodies could initiate viable schemes for this 
purpose, we will consider the question of financial accom¬ 
modation. 

Finally, 1 have to refer to the tragedy that has been 
enacted over the past two months in East Bengal representing 
some of the darkest episodes in human history. Already, 
some ihree million evacuees have crossed over the borders. 
It is our hope and endeavour that all these unfortunate 
people will be able soon to return to their homes and hearths 
in dignity and honour. Meanwhile, we shall do our utmost 
to offer succour and relief to all those who have taken tem¬ 
porary shelter with us. Jt will clearly be beyond our capa¬ 
bility to meet on our own the financial burden involved. 
We regard it as the responsibility of the international com- 
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munity to share with us this burden, hi the budget, I have 
tentatively made a provision of Rs 60 crores for providing 
relief to the evacuees from East Bengal. For the present 
we have taken credit on the revenue side to the extent of Rs 
20 erorcs which we expect will accrue to the budget by way 
of external assistance for the relief of the evacuees. In 
addition, it is our hope that substantial supplies from abroad 
will be available for providing relief without being routed 
through the budget. Honourable Members will note that 
the provision we have made will suffice only for a limited 
period and that a considerably higher order of assistance 
from the international community will be necessary. 

let me now' sum up the overall budgetary picture as it 
emerges following the increase in the Plan outlay, the pro¬ 
vision for employment assistance and certain inescapable 
additions to the non-Plan items of expenditure since the 
presentation of the intrim budget in March. Apart from the 
provision for evacuee relief, I might mentions in particular 
the addition in the expenditure on account of food subsidy, 
which is now' placed at Rs JO crores instead of Rs 10 crores 
as indicated in the interim budget. On present reckoning, 
the revenue receipts in 1971-72 arc likely to be of the order 
of Rs 3.562 crores. Expenditure to be met from revenue 
will amount to Rs. 3,587 crores Thus the revenue surplus, 
placed in the interim budget at Rs 114 crores, will now 

Taxing the 

While framing the budget proposals, the Finance Minister, 

Mr Y. B. Chavan, followed three broad principles. Farst, 
simplification and rationalisation of the tax structure to be 
brought about in such a manner that the burden of assess¬ 
ment for the assessce as well as the tax collector and the 
opportunities for evasion are minimised. Second, the bur¬ 
den of new taxes should be distributed in such a way that 
there is appreciable reduction in concentration of economic 
power and scaling down in the inequalities in income and 
wealth. Third, the incidence of fresh taxes should not be 
allowed to disturb the general price level of essential goods. 

The full text of part fc B’ of the Finance Minister’s speech 
follows 

The task of raising additional resources through fresh 
imposts on the people is the least enviable of a Finance 
Minister’s responsibility. If I still have to approach this 
House with proposals to raise additional resources, it is 
because of the imperatives of the situation, including the 
need to augment the Plan outlay, to create additional em¬ 
ployment opporiunities and to offer succour to the evacuees 
from Fast Bengal. 

General Principles 

In framing these proposals, l have endeavoured to follow 
certain broad principles. These arc : 

(a) The tax structure must be simplified and rationalised 
in such a way that the burden of assessment for 
the assessce as well as the tax collector and the 
opportunities for evasion are minimised; 

(/>) The overall burden of taxation must be distributed 
amongst the different sections ot the community 
in such a manner that, in the process, there is an 
appreciable scaling down of the concentration of 
economic power and reduction in the inequalities 
in income and wealth; and 

lc) the imidcnc of the fresh imposts should not, as 


turn into a deficit of Rs 25 crores. On the capital side, 
collections under the various small savings schemes are now 
expected to be Rs 180 crores as against Rs 155 crores 
indicated in the interim budget; correspondingly, however, 
loans to the states will also go up by Rs 16 crores, so that 
the net increase under this head will be only Rs 9 crores. 

1 have also taken credit for an additional accural of Rs 40 
crores under PL 480 receipts representing largely the spill¬ 
over from 1970-71. Total capital receipts, inclusive of 
loans and advances and transactions under various debt 
deposit heads, are now placed at Rs 2,024 crores and total 
capital expenditure, including loans and advances, is esti¬ 
mated at Rs 2,396 crores The capital budget will, there¬ 
fore, show a deficit of Rs 372 crores as against Rs 354 
crores in the interim budget. The over-all budgetary gap, 
taking revenue and capital accounts together, will now be 
of the order of Rs 397 crores. This takes into account the 
ellect on the central budget of the changes in railway fares 
and Ireight rates announced a few days ago and of changes 
in the post and telegraph tariff to which I will refer a little 
later. 

Honourable Members, I am sure, would not like me to 
leave uncovered a deficit of this magnitude in the budget. 

I will, therefore, seek their indulgence if I have now to turn 
to what all of you, I am sure, are waiting for, namely, pro¬ 
posals u> bring down the deficit to a more tolerable order. 

Affluent 


far as possible, disturb the general level of prices 
of essential goods. 

Accordingly, the concentration of the additional lax 
effort, to the extent feasible, should be on direct taxes, 
particularly on the affluent groups, and on such categories 
of indirect (axes as afreet the luxury and near-luxury com¬ 
modities. In so far as we succeed in limiting the burden 
of indirect levies on the latter group of commodities, 
wc are also able to achieve in part the other objective of 
improving the structure of income distribution in society. 

Tax Administration 

The tightening and streamlining of tax administration 
has two facets. First, it helps to garner additional yield 
from the existing tax sources and thus makes it less necessary 
to look for fresh tax heads every year. Second, since it 
is generally t he well-to-do and the rich who avoid and evade 
taxes, a tightening of tax administration, including closing 
of loopholes would compel them to part with a larger 
proportion ol their incomes and assets and would therefore 
further one of the overriding objectives of fiscal policy. 

Undervaluation of property has been one of the means 
to evade wealth tax, capital gains tax and stamp duties. 

It has also been an important avenue for the circulation of 
black money. This practice could be greatly discouraged 
il government had the power to acquire properties at prices 
that correspond to what is recorded in sale deeds. Accord- 
1 n gly> we propose to move a Bill during the current session 
to acquire this power. 1 hope it would not be considered 
dishonourable to take a dishonest man at his word. 

In pursuance of the Administrative Reforms Com¬ 
mission s iccommendations, it is also proposed to sponsor 
legislation in the current session to discourage benami 
holding of property. If, at the time of assessment, a person 
fans to declare income from a piece of property or the pro¬ 
perty itself so as to evade payment of income and wealth 
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taxes, the intended legislation will debar him from enforcing 
his claim to such property in a court of law. 

Pursuant to the recommendations of Administrative 
Reforms Commission, wc further propose to transfer the 
work of recovery of arrears of estate duty from the state 
governments to the Income Tax Department at the centre. 
Since, in this matter, we can move only with the concurrence 
of the state legislatures, a Bill is being drafted for circula¬ 
tion among the states. 

It is proposed to strengthen the Valuation Cell located 
in the Central Board of Direct Taxes for making valuation 
of buildings in order to enable it to extend its activities and 
speed up valuations in cases involving the assessment of 
wealth tax. For assessment of income-tax, under the new 
procedure which has come into effect from the current year, 
summary assessments will be completed in most cases which 
do not involve substantial points of dispute, and only a 
small proportion of the cases will be subjected to a sample 
scrutiny subsequently. This will enable the income tax 
officers to devote correspondingly more time for cases 
involving substantial revenue. 

In the field of excise duties, 1 propose to set up a com¬ 
mittee to review the Self Removal Procedure scheme, which 
has been in operation for the last two to three years, with a 
view to suggesting improvements which could reduce leakage 
of revenue. A study team, which considered the issues 
relating to over and under-invoicing, have made a number 
of suggestions for checking the leakage of foreign exchange 
through manipulation of invoice values. The government 
will give early consideration to implement its recommenda¬ 
tions. With a similar purpose, a comprehensive review is 
being undertaken of the Foreign Exchange Regulation Act : 
and we propose to introduce soon a Bill to amend several 
provisions of this Act. 

Consultation with States 

In the past, at the centre, we have taken several fiscal 
steps to discourage the growth and concentration of excessive 
income and wealth in a few hands in the urban areas. The 
constitutional prerogative of the union government to 
initiate measures for similar reforms in the countryside is 
however severely restricted. But this docs not mean that 
some of the present anomalies must continue or that we 
can be oblivious of growing inequalities in rural areas. 
Ultimately, the basis of lax has to be the size of income or 
wealth irrespective of whether it is derived from agricultural 
or non-agricultural sources. 

Similarly, there are constitutional limitations on the 
powers of the centre to tax services even when these are ol 
a luxury or semi-luxury character. As the states and the 
centre have to share the responsibility of raising resources 
for economic development, it is the duty and obligation of 
the centre to point out to the states untapped resources for 
mobilisation where the union government itself is precluded 
by the constitutional provisions to impose any levy. It is 
my intention to consult and seek the advice of the suite 
finance ministers on the entire range of these issues and to 
remain in continuous touch with them so that a concerted 
view is taken. 

I now come to the new proposals in respect of direct 
taxation. If we are going to make an effective dent on the 
problem of income inequalities in our society, we cannot 
possibly flinch from deploying increasingly the instrument 
of direct taxation. The proposals that 1 am outlining will 
have only a limited yield of revenue in the current year. 
Over a number of years, however, the cumulative effect of 
these proposals will be to raise revenue of a considerable 


order; what is mare significant, they will bring about a sig¬ 
nificant change in the distribution of disposable income and 
wealth. 

Taxation on Income and Wealth 

In the field of personal income taxation, the rate of sur¬ 
charge in the case of individuals as well as Hindu undivided 
families is being increased from 10 per cent to 15 per cent 
provided the total income exceeds Rs 15,000 per annum. 
In a full year, the impact of the proposal will be to provide 
an additional Rs 20 erores to the exchccquer: for !971-“2, 
the revenue yield is expected to be around Rs 12 erores 

1 also want to take this opportunity to increase the tax 
on capital gains, which are a species of unearned income. 
The deduction from long-term capital gains allowed in 
computing the taxable income of non-corporate assessecs 
is being reduced from 45 per cent to 35 per cent where such 
gains relate to lands and buildings and from 65 per cent to 
50 per cent in respect of other capital gains. 

The incidence of lax on long-term capital gains will he 
increased in the case of companies as well. This increase is 
being brought about by raising the rates of tax from 40 per 
cent to 45 per cent in respect of gains relating to lands and 
buildings and from 30 per cent to 35 per cent in respect of 
other gains. 

T have some fairly stiff proposals regarding wealth tax. 
If a significant reduction in the concentration of wealth is to 
Ixj brought about, it is essential that the taxation of 
wealth is made more rigorous. Honourable Members x\ill 
recollect that last year's budget made a beginning in this 
direction by raising ihe rates of additional"wealth tax on 
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urban property. This >ear, 1 propose to raise drastically 
taxation on slats of net wealth abo\e Rs 15 lakhs, where 
the rate of tax will now be uniformly 8 per cent as against 
the current rates of 4 per cent on net wealth between Rs 15 
lakhs and Rs 20 lakhs and 5 per cent on net wealth above 
Rs 20 lakhs. I also propose to include in net wealth for pur¬ 
poses of taxation the first Rs one lakh of wealth in the case of 
all individual assessecs and the first Rs two lakhs for Hindu 
individed families. Thus, while no wealth tax will be levi¬ 
able unless the net wealth exceeds Rs one lakh in the case of 
individuals and Rs two lakhs in the case of Hindu undivided 
families, once they are liable to tax, it will apply to their 
entire wealth. However, the exemptions in respect ot ap¬ 
proved financial investments, owner-occupied house and 
agricultural assets will continue 

Ceiling on Individual Wealth 

To tighten the incidence, the exemption from wealth tax 
currently available for household or personal jewellery and 
for shares forming part of initial capital issues is being 
withdrawn. In the case of conveyances, the exemption will 
now be limited to Rs 25,000 in the aggregate. The existing 
provision in the Wealth Tax Act excluding from aggrega¬ 
tion the assets transferred by an individual to the spouse or 
minor children is being done away with. A similar provision 
is being made in respect of conversion of assets of indivi¬ 
duals into those of Hindu undivided families. While all these 
changes will not naturally yield any revenue this year, in 
future, the annual additional yield from these measures 
affecting wealth tax could be around Rs 14.5 crores. What 
is more important, they will impose a virtual ceiling on indi- 
x idual wealth at a much lower level than at present. 

As a further measure to discourage evasion of tax, con¬ 
version of the separate property of an individual into pro- 



inAHAT/jcmfwi 


perty belonging to a Hindu undivided family will be brought 
within the ambit of the gift tax. 

I am proposing several structural changes affecting 
the incidence of company taxation. While the rates of taxa¬ 
tion on the ordinary income of companies are being main¬ 
tained at existing levels, except for the rates on capital gains, 
the rate of surtax on company profits will be increased from 
25 per cent to 30 per cent in the case of chargeable profits 
in excess of 15 per cent of the capital. 

The practice of offering a development rebate in respect 
of new investment has had,I feel, a full play. 1 am accord¬ 
ingly serving the required notice that no development rebate 
will be allowed on ships acquired or machinery or plant in¬ 
stalled after May 31, 1974. Whatever the revenue implica¬ 
tions of this step — and they are sizable — will be fully re¬ 
vealed only after 1974-75, i.e., from the fifth Plan onward. 
But l shall consider myself amply rewarded if advance no¬ 
tice of this change quickens the pace of investment in the 
remaining years of the fourth Plan. 

At present, in the case of new industrial undertakings, 
ships and approved hotels.profits uplo 6 per cent of thecajjj- 
tal employed are entitled to tax exemption for a period of fivo 
years. Since debentures and long-term borrowings do not 
in any manner represent risk capital and interest thereon is 
in any case deducted, it was generosity on the part of the 
government to extend the tax holiday provision even to such 
constituents of capital. I now propose that ih calculating 
the limit of 6 percent of the capital for purposes of tax-exemp¬ 
tion, debentures and long-term borrowings will be exclu¬ 
ded. This single measure will provide the exchequer with 
Rs 10 crorcs during the current year; the yield for a full 
year will be of the order of Rs 14 crores. 

Priority industries currently enjoy a special tax exemp¬ 
tion up to 8 per cent of their profits. I am proposing that the 
special exemption be reduced to 5 per cent of such profits. 
In addition, we have also decided to shorten the list of priority 
industries by excluding aluminium, motor trucks and buses, 
cement and refractories, soda ash, petrochemicals and auto¬ 
mobile ancillaries. The general economic conditions are 
now such that it is not necessary that these industries should 
continue to enjoy special benefits which were accruing to 
them hitherto. The two measures in relation to priority 
industries should yield Rs 8 crores in future years; in 
1971-72 the yield is likely to be about Rs 6 crores. 

The deducation of income upto Rs 3,000 in aggregate 
from investments in specified financial assets which was pro¬ 
vided for last year will from now on be admissible only to 
individuals and Hindu undivided families. 

Foreign Companies 

The concessional tax treatment of dividends received by 
foreign companies from a closely-held Indian company 
engaged in a priority industry will be discontinued; the fo¬ 
reign companies will be subjected to tax on such dividends 
at the usual rate of 24.5 per cent. m 

I am firmly of the view that the fiscal instrument must be 
deployed to discourage payment of high salaries and remu¬ 
nerations which go ill with the norms of egalitarian society. 

K accordingly propose to impose a ceiling on the remunera- 
ration of company employees which would be deductible in 
the computation of taxable profits. The ceiling is being set 
at Rs 5,000 per month. Together with the existing ceding 
of Rs 1,000 per month in the case of perquisites, the allow¬ 
able overall ceiling on reumuneration and perquisites, for 
purposesof taxation will be at Rs 6,000 per month. In addi¬ 
tion, I am proposing to reduce the tax deductible limits of 
daily allowance to employees white on tour. 

Having already delivered the rough tidings, let me now 
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‘Let it stand,’ someone said of the LvnP'N 

banyan tree as the site was being cleared for the /~T\ 

Hindustan Lever Research Centre, at Andheri. kJjA 

So the tree still stands—and it stands for quite a lot. 

For one thing, the tree signifies that we can’t easily get away 
from what is home-grown. Appropriately, therefore, the 
Centre will tackle problems rooted in India—the kind that can 
only be solved here: 

} Can we discover and exploit hitherto unused local sources 
of oil, thus cutting imports and saving foreign exchange? Can 
we develop milk foods that are ideally suited to Indian needs? 

How can we improve the nutritive value of protein-poor foods? 
Can we develop processes for the preservation of Indian 
type food dishes? 

Research on all this can only begin at home. It has, at the 
Hindustan Lever Research Centre in Andheri. The sweep and 
thrust of the studies are daring. The scientists are producing 
new devices for old, making traditional things happen in new ways. 

They have, of course, left the banyan tree alone 
to grow by itself. 


Hindustan Lever 
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detail some of the smoother ones. 1 propose to raise the 
standard deduction currently allowed for the computation 
of taxable income of employees who own a motor-cycle, 
a scooter or a moped from Rs 60 to Rs 75 per month: for 
others, who do not possess any of these, the standard deduc¬ 
tion will be raised from Rs 35toRs 50per month. 

The quantum of deduction in respect of long-term savings 
through life insurance, provident fund contributions, etc., 
is being substantially modified. At present, 60 per cent of 
the first Rs 5,000 together with 60 per cent of the balance 
of such long-term savings arc tax exempt. 1 am now pro¬ 
posing that for the first Rs 1,000 of such savings, the quan¬ 
tum of deduction should be 100 per cent. On the next Rs 
4,000 of the qualifying savings, the proposed deduction will 
be 50 per cent, and on the balance 40 per cent. The limit 
for the savings qualifying for deduction will be raised from 
Rs 15,000 to Rs 20,000 in the case of individuals. 

As a result of the changes in the standard deductions 
allowable for conveyance and long-term savings an employee 
with an annual income of Rs 6.000 will be exempt from in¬ 
come taxation provided he saves at least Rs 400 in the app¬ 
roved form. 

The tax concessions for promoting development and ex¬ 
port of technical know-how and technical services, which 
have been available only to companies,will from now on also 
apply to individuals, Hindu undivided families and partner¬ 
ship firms. Certain further tax concessions arc also at pre¬ 
sent available for expenditure on research and development. 
A committee has recently been set up by the government 
to review the position and make recommendations regard¬ 
ing futher fiscal incentives that could be offered to en¬ 
courage industrial research. The recommendations of the 
committee will be given due weight. 

The special deduction of income upto Rs 3,0()0 from 
investments in specified financial assets available to indivi¬ 
duals and Hindu undivided families would henceforth also 
cover interest on deposits wrth a co-operative society made by 
its members. Moreover, the interest paid by a co-opcrativc 
society to its members on deposits made by them will be 
exempted from the requirement of deduction of tax at source. 
Shares of, and member-deposits with, a co-operative society 
will be regarded as approved investments which arc exempt 
from wealth tax up to Rs 1.5 lakhs. But 1 propose to with¬ 
draw the exemption in respect of such investment in the 
case of discretionary trusts which are subject to taxation 
on their net wealth at the flat rate of 1.5 per coin, or at the 
rate applicable in the case of an individual, whichever is 
higher. 

There are certain minor concessions w hich I would now 
mention together. Co-operative societies of workers or those 
engaged in fishing and allied activities will be exempted from 
tax on their entire business income. Local authorities de¬ 
riving income from the supply of water or electricity to vil¬ 
lages outside their jurisdiction will be exempted from tax on 
such incomes. A member of a co-operative housing society, 
to whom a building or a fiat has been allotted under a house¬ 
building scheme of the society, will be regarded as the owner 
of that piece of property for purposes of wealth tax. 

The Housing and Urban Development Finance Corpora¬ 
tion will be exempted from tax on its income for a period of 
ten years; the tax-exempt status of the Deposit Insurance 
Corporation will be extended by a further period of five 
years. 

This brings me to the close of the various proposals re¬ 
lating to direct taxation. After taking into account the con¬ 
cession.*), the net yield from the new direct tax measures from 


1972-73 will be of the order of Rs 57 crores. For 1971-72, 
however the realisation is unlikely to exceed Rs 27 crores. 

I now turn to indirect taxes. My proposals regarding 
customs duties belong broadly to two categories. The 
first set of proposals is aimed at rationalising the rates struc¬ 
ture of import duties. The other group of proposals is re¬ 
lated to, and consequent on, the arrangements reached with 
a number of foreign countries who have agreed to release us 
from the bindings under the General Agreement on Tariffs 
and Trade in the matter of import levy on certain commodi¬ 
ties. 

Import Duties 

The existing rates structure of import duties. I confess, 
forms a complicated pattern. As of now, there are seven 
ad valorem rates of duty in force: 15 per cent, 27J per cent, 
35 per cent, 40 per cent, 50 per cent, 60 per cent and, finally, 
100 per cent. In order to introduce an across-the-board 
simplification and to remove existing anomalies, I propose 
to have only four effective rates of import duty, namely, 30 
per cent, 40 per cent, 60 per cent and 100 per cent. 

I propose to bring in all items of machinery within the 
orbit of 30 per cent import levy. While this would imply 
a marginal increase of 21 percentage points in the rate of 
duty in respect of project imports, the decrease of duly by 
5 percentage points in respect of machinery in general would 
provide relief to smaller industrial units and units manu¬ 
facturing equipment who import a part of the components 
and all those who need to import small items of ma¬ 
chinery by way of spares or balancing equipment. The 
equalisation of rales for all kinds of machinery would also 
simplify assessment and. 1 hope, speed up assessment work. 
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Items such as agricultural machinery and implements, dairy 
and poultry farming appliances would also now attract 
duty at the rate of 30 per cent instead of 15 per cent. 

Certain basic raw materials and non-ferrous metals will 
from now on be liable to duty at the uniform rate of 40 per 
cent. Iron and steel and unwrought copper will, however, 
attract the lower duty of 30 per cent. 

It is proposed to eliminate the present rate of duty of 50 
per cent and levy instead a higher rate of 60 per cent on most 
items. A similar upward revision has already been made in 
the course of the past two years with respect to the duty on 
chemicals, drugs, medicines, electrical and non-clcctrical 
appliances. What 1 am proposing now. therefore, is to bring 
ail similar items together under the umbrella of the same rate 
of duty. 

Till now, certain items used by the more affluent sections 
of the community, such as automobile components and dry 
fruits, were liable to a duty of 60 per cent instead of 100 per 
cent which is the standard rate for most imported consumer 
goods. This anomaly is now being removed. In addition, 
in view of the increase in the c.i.f. price as well as the high 
margin of profit, the specific rate applicable to cloves is 
being increased from Rs IS per kilogram to Rs 60 per kilo¬ 
gram. 

As a result of the release from the GATT bindings, we 
are now in a position to either impose a duty, or raise the 
existing rates of duty, on a number of items, including agri¬ 
cultural tractors, earth-shifting machinery, staple fibre ex¬ 
cluding yarn, raw wool, unwrought copper, zinc and pig 
lead. I propose to avail of the opportunity. In view of the 
high margin of profit on imported staple fibre, I am proposing 
that the duty on it be fixed at 100 per cent. Ori unwrought 


zinc, pig lead and raw wool, the duty will be 40 per cent 
and on copper 30 per cent. Given the large disparity 
between the prices of imported and indigenous tractors, I 
have also decided on a levy of 30 per cent on imported 
agricultural tractors. The same rate of duty will apply 
on earth-shifting machinery. 

Taking into account the effect of the rationalisation of 
import duties as well as the adjustments following from the 
release from the GATT bindings and the countervailing levies 
related to changes in excise duties to which 1 would soon 
turn, we should be able to get additional revenue to the extent 
of nearly Rs 54 crores during the remaining part of the year. 

Excise Duties 

l now come to the proposals with respect to excise duties. 
Pursuant to the decision to continue the scheme of levying 
additional excise duties in lieu of sales tax ou sugar, textiles 
and tobacco, we are committed to raise the over-all incidence 
of these additional duties to 10.8 per cent on the value of 
clearances by the end of the fourth Plan period. Since this 
target has to be attained by 1973-74, it has become necessary 
to make a substantial beginning in the current year itself.*. 
For the present, 1 have decided to concentrate on cigarettes 
and, to some extent, on textiles. 

There comes perhaps a time in the life of every smoker 
when the concern for his own health begins to outweigh the 
loyalty to an old and faithful companion. For those who 
cannot shake off their consuming passion, there is at least 
the consolation that the more taxes they pay, the more they 
serve the common cause. J am, therefore, fortified in my 
decision to increase once again the taxation on cigarettes 
by the thought that whichever way my smoking friends react, 
there would be a net gain to national welfare. In place of 
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the existing three slabs of duty on cigarettes, I propose to 
have five. By suitable adjustments of the basic and additional 
duties on these slabs, I hope to raise during the 
current year Rs 33.20 crores of which Rs 16.40 crores would 
go to the states by way of additional excise in lieu of sales 
tax. The effect of the proposals would be a marginal in¬ 
crease in the price of the cheaper varieties of cigarettes, but 
a much sharper increase for the more expensive varieties. 

Textiles, particularly coarse and medium varieties of 
cloth, are a basic necessity, and their prices rose rather in¬ 
ordinately in 1970-71. Despite other constraints, I have 
therefore decided that the impost on textiles should be mo¬ 
dest this year. I propose to step up slightly the additional 
excise duties on medium A and medium B varieties of cotton 
textiles from 4.8 paise to 6 paise per square metre and also 
to round off the additional duty leviable on coarse cloth from 
3.6 paise to 4 paise per square metre. With respect to super¬ 
fine and fine cloth, however, I propose to go much further 
and raise the rates of the additional excise duty to 25 paise 
and 15 paise respectively per square metre. These several 
measures should fetch an additional revenue of Rs 4.90 
crores which will accrue entirely to the states. 

Excise on Motor Spirit 

My other major proposal in regard to excises is in the 
area of motor spirit, solvents and a number of other mi¬ 
nor lubricants. In view of the rise in international oil 
prices, there is noed for the maximum economy in the utilisa¬ 
tion of petroleum aftd petroleum products if we are to 
conserve our scarce foreign exchange resources. No doubt, 
there will be a certain hardship involved in this, but 1 am 
afraid it has to be borne by our people. To curb consump¬ 
tion, I, therefore, propose to increase the duty of motor 
spirit by Rs 200 per kilolitre or 20 paise per litre. This 
measure will fetch an additional revenue of Rs 36.30 crores 
in the current year. 

There is extensive misuse of certain special boiling point 
spirits, otherwise known as solvent oils, as adulterants for 
motor spirit. To discourage this practice, I propose to raise 
the duty on solvents from the present rate of Rs 45 per kilo¬ 
litre to Rs 845 per kilolitre. This measure will yield Rs 
4.25 crores during the current year. 

Similarly, to prevent the adulteration of mineral turpen¬ 
tine oil with superior kerosene, an extra duty of Rs 100 per 
metric tonne is being imposed on the former. In the case of 
liquid petroleum gas, I am proposing to abolish the ad valo¬ 
rem duty of 20 per cent and, instead, impose a specific 
duty of 25 paise per kg. The rate of duty which at 


present obtains on lubricating stock oils and greases 
directly derived from refined petroleum would also from 
now on apply to blended lubricating oils, greases and cal¬ 
cined petroleum coke. However, the base petroleum pro¬ 
ducts used in the manufacture of the latter items would be 
given a credit for the duty that might already have been 
paid. I expect these measures to yield an additional re¬ 
venue of Rs 9 crores during 1971-72. 

At present, carbon dioxide is liable to duty, but other 
gases, such as oxygen, chlorine, ammonia and refrigerant 
gases are exempt; these exemptions are being withdrawn. 
However, oxygen for medicinal use and ammonia used in 
the manufacture of fertilizers would continue to be exempted 
from duty. This measure is expected to yield Rs 1.60 crores. 

I also propose to raise the basic duty on glassware to 20 
per cent and on sheet and plate glass to 15 per cent. Glass 
shells, glass globes and laboratory glassware would be left 
untouched. While the duty on sanitary and glazed wares 
was revised last year, tableware and china were left undis¬ 
turbed. This deficiency I propose to make good this year; 
both these items will now attract a uniform duty of 20 per 
cent. These two changes are estimated to provide us this 
year with additional revenue of around Rs 3.15 crores. 

While air-conditioners pay a duty at the rate of 53.3 
per cent, till now, the evaporative type of coolers have been 
exempt from duty. This discrimination deserves to be re¬ 
moved. However, I am proposing a duty of only 25 per 
cent on them and, at the same time, exempting them from 
the payment of the special excise duty. Vacuum flasks, 
similarly exempt till now, will also have to bear a levy of 
15 per cent ad valorem. The gain to revenue would be Rs 
54 lakhs in the current year. 

It is proposed to revise the duty on soap from the pre¬ 
sent effective rate of 11.4 per cent to 15 per cent. This 
would result in only a marginal increase in the price of toilet 
soaps. Household and laundry soaps arc being left untouch¬ 
ed. Because of partial exemption, the effective rate of duty 
on surface active agents works out to even less than that on 
ordinary household and laundry soaps. It is therefore 
proposed to abolish the partial exemption and restore the 
full statutory rate of duty on these products. These two re¬ 
visions -- relating to soap and surface active agents are 
likely to yield a revenue of Rs 2.55 crores for the rest of the 
year. 

It is also proposed to tax certain other luxury items. 
Latex foam sponge, used extensively in the manufacture of 
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foam mattresses, bears at present a relatively low basic rate 
of duty of 20 per cent ad valorem: I propose to double this 
rate of duty. A similar levy will be imposed on polyure¬ 
thane foam as well as certain products made out of this 
particular foam. The basic rate of duty on plates, sheets 
and strips of rubber is also being stepped up from 20 per 
cent to 25 per cent ad valorem. These measures would bring 
in Rs 2,60 crores of additional revenue in 1971-72. 

The duty on crown corks and piller-proof caps is proposed 
to be raised from 1 paisa lo 2 paise each. This measure is 
expected to >ield Rs 1.90 crores. 

A few other changes are being proposed by way of ra¬ 
tionalisation. These include an excise levy on dehydrated 
canned and bottled vegetables and on preparations of glucose 
and dextrose, the removal of the special concession of 50 
paise per kg. on the basic excise duty for certain varieties of 
staple fibre, the rounding olT of the duty on cement from 
23.76 per cent to 24 per cent, revising the duty upwards on 
woollen yarn and shifting a portion of the incidence to wool 
tops, revising the rates of duty on electric lighting bulbs other 
than those of 60 watts and less, revising the rates for fluore¬ 
scent tubes as well as for electric fans and industrial fans 
other than those of a diameter not exceeding 16 inches, and 
removal of the concession of Rs 500 per tonne on copper 
used in the manufacture of wires and cables. These assor¬ 
ted measures would yield a combined revenue of over Rs 
6 crores. 

I have talked earlier about the need for the rapid reduc¬ 
tion of income inequalities not only in the urban areas but 
also in the countryside. One way in which this could be 
brought about is through levying selectively indirect taxes 
on products and equipment used in agricultural operations 
by the richer sections of the peasantry. I propose, therefore, 
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THIS NAME? 



The activities cover many industries such as coal, 
fertilizers, jute, mining, mining equipment, packaging, 
pesticides, shipping, tea and many more. This vast 
array comes through a family of more than twenty 
companies which together make the Jardincs Group. 
This integrated force..this combined skill and know¬ 
how' gained through nearly a century and a quarter 
of service represents the best in modern management 
ami industry today. 

JARDINE HENDERSON LTD. 

Head Office : 4, Clive Row, Calcutta-1. 


to tax agricultural tractors by charging a duty of 10 per cent 
ad valorem; this levy is likely to fetch a revenue of Rs 3.40 
crores in the current year. 

To augment revenue, several new items are being intro¬ 
duced into the orbit of central excise taxation. The commo¬ 
dities and the rates of duty are being so chosen that the net 
effect of these imposts on the price level will be negligible. 
The items I propose to bring in include perfumed hair oil, 
shampoos, lipsticks, pressure cookers, playing cards, zip 
fastners, photographic cameras, cinematographic projec¬ 
tors and linoleum. Very few of us perhaps would like 
to venture an opinion on the contribution made by per¬ 
fumed hair oil, lipsticks or playing cards to the style, pace 
and quality of living in modern India. But Honourable 
Members will, I am sure, agree with me that most of these 
commodities constitute the appurtenances of high living; 
excise levies on them will have little effect on the level of 
living of (he overwhelming mass of the community. 

Levy on Ready-Made Garments 

For (he same reason, I am proposing a levy on certain 
ready-made garments which arc mostly purchased by tjie 
well-to-do. However, in order to protect the small manur 
facturers, this levy will be confined to ready-made garments 
manufactured with the use of power and sold under regis¬ 
tered trade marks or brand names. As a further concession 
to the small producers, clearances upto a specified value 
would be excluded from the excise provided‘the aggregate 
annual output in the unit concerned docs not exceed a ceil¬ 
ing. 

1 also propose to introduce an excise levy on a number 
of producer goods such as ball and roller bearings, bolts, 
nuts and screws, electric insulation and non-medical adhesive 
tapes, welding electrodes, grinding wheels and motor star¬ 
ters, as it is difficult to tax the end-products of these items 
and we are currently losing some potential revenue. 
The rate of duty will be 10 per cent. It is also proposed to 
charge a duty of 10 per cent on electric supply meters, type¬ 
writer ribbons, mosaic tiles, fork lift and platform trucks 
and certain motor vehicle parts and accessories. Wherever 
necessary the interests of the small producers will be protec¬ 
ted by a concession similar to the one I have mentioned in 
the context of ready-made garments. 

Four more chemicals are being added to the list of ex¬ 
cisable chemicals, and will be liable to duty at 10 per cent. 

A similar levy will also be imposed on camphor and menthol. 

These various measures of new excise levies together are 
likely to yield Rs 15 crores. 

I now want to announce an important now measure inten¬ 
ded to meet the cost of the programme for children’s health 
and nutrition. I propose to levy a duty of 10 paise per 
kg. on Maida processed by roller flour mills in the organised 
sector. This particular flour is usually consumed by the richer 
sections of the population and otherwise used in the manufac~ 
ture of sweets; the consumption of bread, another 
item in the manufacture of which Maida is used, is 
again mostly confined among the higher income groups. 

I am sure the slight additional expenditure which this levy 
would imply would be cheerfully borne by these consumers 
since the resultant revenue of Rs 7.4 crores which will acrue 
to the centre will be earmarked for being spent on the welfare 
of children. In addition, the states also will receive nearly 
Rs 1.8 crores from this measure. 

I will now fefer to a few excise concessions which I have 
considered desirable. To promote the use of minor oils in 
the manufacture of soap and thereby reduce our dependence 
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on imported tallow and oils, I propose to reduce the incidence 
of the duty on soap whereever there js certain minimum use 
of minor oils like neem and sal. The rate of duty on sodium 
silicate will be reduced to encourage the output of cheaper 
varieties of soap in the small-scale sector. In order to foster 
the greater utilisation of cottonseed oil, the existing excise 
rebate for using this oil in the manufacture of vanaspati will 
be increased. A similar concession is also proposed to be 
accorded to ricc-bran oil. 

Relief of Marginal Units 

With a view to providing some relief to the small and 
marginal units using powerlooms for manufacturing cotton 
fabrics, I propose to reduce the rale of compounded levy on 
units where not more than four powerlooms arc installed 
from Rs 50 to Rs 10 per loom per annum. In the case of units 
employing more than four powerlooms, the compounded 
levy will be half of the existing rates. The concession at pre¬ 
sent available to independent processors, will be rationalised. 
There are also a couple of marginal concessions for the 
manufacturers of embroidery and leather cloth. 

All these reliefs and concessions together would cost the 
exchequer around Rs 1.50 crorcs for the remaining part of 
the year. 

This brings me to the end of the rather long enumeration 
of the proposed changes with regard to excise duties. Taking 
all the proposals for excise duties together, the total yield 
for the rest of the current financial year will be roughly Rs 
89 crorcs for the centre and Rs 43 crorcs for the states. 

I am afraid, having dealt with direct taxes, customs and 


excises, I am not quite through as I have yet to propose to the 
Honourable Members a new measure which is not quite in 
the nature of an excise levy. This is a lax which I propose 
to impose on foreign travel. The levy will be at the rate of 
20 per cent ad valorem on all tickets purchased in rupees; 
tickets paid lor in foreign exchange will be exempt. The 
only other major exemption would be for students and scien¬ 
tists. The estimated revenue from this measure which would 
come into effect from a date to be notified later, would be 
about Rs 7.0 crorcs. In case any Honourable Member feels 
that I am taking away what many airlines have graciously 
offered by way of concessional fares, I wish to assure them 
that with the proposed ad valorem tax, the value of the con¬ 
cession in absolute terms would in fact be enhanced. 

And now 1 come to the final set of proposals l have to an¬ 
nounce on behalf of my colleague, the Minister for Communi¬ 
cations. Honourable Members are aware that Posts and 
Telegraph branches have incurred heavy losses in the past 
and are anticipated to show a loss of as much as Rs 15 crores 
during the current year. Both the Tariff Inquiry Committee 
which was set up to examine the rates structure of the Posts 
and Telegraphs Department and the Administrative Reforms 
Commission have recommended the need for financial viabi¬ 
lity and the desirability of surplus being generated from the 
operation of Posts and Telegraphs. A certain upward revi¬ 
sion in tariffs is therefore inescapable. While proposing this 
revision, we have kept in view the problems faced by the less 
affluent sections of society; items like postcards, letter cards, 
and letters have thus been kept completely out of the purview 
of the upward adjustment of rates. Most of the proposed 
increases relate to registration Ices for postal articles, and 
telegraph and telephone tariffs. The registration and 


HIGH TENACITY 
SUPER STRONG 

DC || 

RAYON TYRE CORD 

BftCKBOtlEI 

of all 
durable 
tyres 

•HRIRAM RAYONS. Koto (Rojaothan) 




MATA* 







1054 


EASTERN ECONOMIST 


June 11 9 1971 


parcel fees are being raised by 5 paise and 10 paise respective¬ 
ly for 400 grams. There are also minor adjustments in the 
charges for telegrams consisting of more than 8 words as 
well as in the rentals for telephones, teleprinters and telex 
services. The memorandum detailing the proposed changes 
is being circulated along with the budget papers. 


So far as the union budget is concerned, the various pro¬ 
posals outlined would imply, for 1971-72, additional revenue 
aggregating to Rs 177 crorcs. The budgetary gap of Rs 397 
crores I had indicated earlier will accordingly he now' scaled 
down to Rs 220 crores. 

I have now conic to the end of my labours. Quite can¬ 
didly, it has been for me a difficult budget to frame. There 
area wide range of fiscal proposals and, in some direc¬ 
tions, the impact of the new' levies cannot but be considerable. 
Let me remind Honourable Members, however, that the price 
rise in the economy has been sufficiently disquieting last year, 
and the budgetary deficit must therefore be kept within 
reasonable limits. In addition to the obligation that we owe 
to the community to increase substantially the size of the 
Plan and to provide for greater employment opportunities, 
there is, at this stage, still the imponderable factor of the de¬ 


velopments in East Bengal and the rising flood of evacuees. 

Fiscal policy, however, is not a matter simply, or even 
primarily, of raising resources to meet the inescapable de- 
mands on the national exchequer. It must serve larger ob¬ 
jectives as well and guide the economy in desired directions. 
It must, in particular, make a significant impact on existing 
inequalities in income, wealth and economic power and re¬ 
duce ostentatious consumption. It is for this reason that, 
in the field of direct taxation, I have introduced a number 
of measures whose significance to revenue in the short run 
may not be so great but which are vital for the achievement of 
a just society. In the field of indirect taxation also, objectives 
such as those of reducing pressures on our balance of pay¬ 
ments have been kept in mind; and care ha $ been taken to 
ensure that only a small proportion of the additional burden 
is borne by the common man. 

It is hardly possible to claim that a new social and econo¬ 
mic order can be ushered in through budgetary policy alone, 
much less through a single budget. In a budget of this 
magnitude it is also difficult to reconcile all the objectives we 
have set before ourselves. But 1 hope I have not flinched 
from the duty of trying to meet the immediate and urgent re¬ 
quirements while furthering our accepted objective of a truly 
socialist society. 


Budget at a Glance 

REVENUE BUDGET 


Revenue Receipts 



1970-71 

1970-71 

1971-72 


Budget 

Revised 

Budget 

Tax Revenues 

3,134 

3,197 

3,403 ) 




+ 220* ) 

Less States’ Share of Tax 




Revenues .. 

744 

755 

850 \ 




-M3* 1 

\ct -Centre’s Tax Revenues 

2.390 

2,442 

2,553 . 




+177* 1 

Non-Tax Revenues .. 

900 

949 

1,009 

Total Centre’s Revenues . . 

3,290 

3,391 

3,562 



- 

+177* 




CAPITAL 

Capital Receipts 



Market Loans (Net) 

J62 

136 

168 

External Aid (other than 




PL 480). 

400 

355 

324 

PL 480 Aid. 

132 

122 

113 

Loan Repayments .. 

825 

930 

930 

Other Receipts 

305 

562 

489 

Total Capital Receipts 

1,824 

2,105 

2,024 


Revenue Disbursements (In crores of rupees) 



1970-71 

Budget 

1970-71 

Revised 

1971-72 

Budget 

Civil Expenditure . 

1,498 

1,524 

1,725 

Defence Expenditure 

1,018 

1,040 

1,079 

Grants-in-aid to States and 
Union Territories with 
Legislatures 

636 

629 

783 

Total—Revenue Expenditure 

3,152 

3,193 

[ 3,587 

Revenue Suiplus (+) 

Deficit (—) 

OO 

en 

+ 

+198 £ 

-) 25 1 

+) 177* I 


BUDGET 


Capital Disbursements 


Civil Expenditure 

525 

684 

491 

Defence Expenditure 

134 

143 

163 

Railway Capital Outlay 

150 * 

126 

151 

P & T Capital Outlay 

35 

16 

38 

Loans and Advances : — 

(i) States and Union Ter¬ 
ritories 

878 

1,040 

966 

(ii) Others 

467 

524 

587 

Total—Capital Disbursements 

2,189 

2,533 

2,396 

Deficit on Capital Account (- 

-) 365 (- 

-)428 (- 

-) 372 


Overall Deficit .. .. (—) 227 (—) 230 (—) 397 

(+) 177 * 


*Effect of Budget Proposals 
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DETAILS OF TAX AND NON-TAX REVENUE 


Tax Revenue 

(In thousands of rupees) 


Heads of tax 1970-71 1970-71 1971-72 

revenue Budget Revised Budget 


Customs 

465,00,00 

487,62,00 

480,00,00 

+54,00,00* 

Union Excise 




Duties 

1812,75,00 

1805,24,00 

1951,17,00 

+131,94,00* 

Less —Share pay¬ 




able to States 

—34,97,00 

— 

-42,57,00* 

Corporation Tax 

342,00,00 

365,00,00 

395,00,00 

+16,00,00* 

Taxes on Income 




Other than Cor¬ 




poration Tax 

436,75,00 460,00,00 480,00,00 

+11,00.00* 

Less —Share of 




States 

(—)348,29,98 

(—)359,09,47 (—)420,77,49 

Estate Duty 

7,50,00 

7,00,00 

7,00,00 

Less —Share of 




States 

T 

•w' 

© 

(—)6,29,84 

(—)6,70,05 

Taxes on Wealth 

18.00,00 

16,00,00 

30,00,00 

Expenditure Tax 

83 

25 

25 

Gift Tax 

1,50,00 

2,00,00 

2,00,00 

Other Heads 

50,62,40 

54,63,79 

57,95,17 

+7,00,00* 

Net —Centre’s 



V * 

Tax Revenues 

2743,69,24 

2832,10,73 

2975,64,88 


+177,37,00* 


Lew—States’ share 
of Union Excise 
Duties provided 
for in the Ex¬ 
penditure Esti¬ 
mates in the 

Budget. 353,45,86 390,03,73 422,84,64 


Net Centre’s Re¬ 
venues 2390.23,38 2442,07,00 2552.80,24 t 

+ 177,37,00* J 


Non-Tax Revenue 


(In crorcs of rupees) 


Heads of 
revenue 

1970-71 

Budget 

1970-71 

Revised 

1971-72 

Budget 

I. Interest Receipts.. 

611.27 

630.12 

661.78 

11. Administrative Ser¬ 
vices 

10.33 

10.52 

10.40 

III. Social and Develop¬ 
mental Services .. 

32.94 

34.90 

40.14 

IV. Multipurpose River 
Schemes, etc. 

15.48 

15.41 

16.02 

V. Public Works, etc. 

7.11 

7.57 

7.54 

VI. Transport and Com¬ 
munications 

14.18 

14.97 

16.58 

VII. Currency and Mint 

98.07 

99.36 

124.23 

VIII. Miscellaneous 

48.06 

78.61 

70.99 

IX. Contributions and 
Miscellaneous Ad¬ 
justments 

X. Extraordinary Items 

45.91 

16.40 

46.63 

11.27 

50.13 

11.70 

Total—Non-Tax 
Revenues .. 

899.75 

949.36 

1009.51 

DETAILS OF DISBURSEMENTS ON 


REVENUE ACCOUNT 




(In crores of rupees) 


1970-71 

Budget 

1970-71 

Revised 

1971-72 

Budget 


A. Civil Expenditure 
Collection of Taxes and 


Duties 

48.55 

48.08 

50.88 

Debt Services 

597.48 

603.91 

648.39 

Administrative Services 

189.70 

200.93 

236.61 

Social and Develop- . 

mental Services .. 

319.85 

313.72 

376.40 

Multi-purpose River 

Schemes, etc. 

14.56 

15.17 

20.43 

Public Works, etc. .. 

42.63 

39.80 

42.71 

Transport and Com- 

munications 

20.80 

21.60 

22.62 

Currency and Mint 

26.00 

26.92 

28.35 

Miscellaneous 

221.26 

234.30 

277.97 

Contributions and 

Miscellaneous Ad- 

justments .. 

10.77 

13.07 

13.45 

Extraordinary Items 

6.64 

6.60 

6.62 

Total—Civil Expendi- 

ture 

1498.24 

1524.10 

1724.43 

B. Defence Expenditure 
(Net) 

1017.84 

1039.89 

1079.23 

C. Grants-in-aid to States 
and Union Territories 

with Legislature 

636.10 

629.30 

783.20 

Total 

3152.18 

3193.29 

3586.86 


* Effect of budget proposals. 
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CAPITAL BUDGET: RECEIPTS AND DISBURSEMENTS 
Capital Receipts Disbursements on Capital Account 

(In crorcs of rupees) (In crores of rupees) 


— 

1970-71 

1970-71 

1971-72 


1970-71 

1970-71 

1971-72 


Budget 

Revised 

Budget 

, 

Budget 

Revised 

Budget 

1. Market Loans 




A. Civil Expenditure : 




Gross Borrowings .. 

455.00 

427.59* 

500.00 

1. Social and Develop- 




Less Repayments .. 

293.30 

291.30 

332.10 

mental Services 

348.87 

322.30 

305.97 


—- 

-— - 

— 

2. Multi-purpose River 




Net Borrowing 

161.70 

136.29 

167.90 

Schemes, etc 

71.25 

59.40 

58.2o 


- - 

— 


3. Public Works, etc. 

92.64 

79.85 

100.46 

2. Lxternal Aid (Other 
tlvin P I 4801 




4. Transport and Com- 




Gross Borrowings . . 

600.00 

550.00 

540.00 

munications 

28.71 

23.32 

30.67 

Less- Repayments . . 

200.25 

195.46 

216.23 

5. Currency and Mint 

12.03 

184.28 

9.05 

__ 

-— 

- 

6. Miscellaneous 

(->29.15 

14.88 

(—)13.43 

Net Borrowing 

399.75 

354.54 

323.77 


— 




__ . 

. .____ 

—- 

Total -Civil 




3. P. L. 480 Aid 




Expenditure 

524.35 

684.03 

490.92 

Dollar Credit 

84.00 

81.37 

114.37 


--- 


■ 

Rupee Loans 

35.00 

50.00 

12.00 

B. Posts and Telegraphs 

35.00 

15.80 

38.60 

P. L. 480 Deposits (Net) 

13.27 

(~)9.59 ( 

—)13 04 

C. Railway Capital Outlay 

150.00 

126.10 

151. do. 


_ 

_ - — 

-- 

D. Defence Capital Out¬ 




Total 

132.27 

121.78 

113.33 

lay . 

133.67 

142.94 

162.43 

4. Repayment of Loans 




E. Loans and Advances— 




and advances 

825.00 

930.00 

930.00 

1. States and Union 




5. Other Items (Net) .. 




Territories 

878.25 

1039.49 

966.30 

(0 Small Savings .. 

140.20 

145.30 

180.40 

2. Others 

467.19 

524.22 

586.64 

(ii) Other Receipts .. 

164 79 

416.96 

308.14 



— 



__ 

- _ 

— 

Total—Loans and 




Total -Capital 




Advances 

1345.44 

1563.71 

1552.94 

Receipts 

1823.71 

2104.87 

2023.54 


— — 

- —- 


. 


-— 

—- 

Total Capital Dis¬ 




:l Excludes Rs. 75 crorcs of ad hoc treasury bills conver- 

bursements 

2188.46 

2532.58 

2395.89 

ted into dated securities. 




- ------ 


- - , ‘ 

- 
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Central Office: 

Bank Street, Bombay 1* 

International Division: 

11th Floor, 'Nlrmal*. 

Nariman Point, Bombay 2a 

Local Head Offices: 
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New Delhi, Kanpur, 

Ahmedabad, Hyderabad. 

Foreign Offices: 

London: 14/18 Gresham Street, 

London E.C. 2. 

Colombo: 16 Prince Street,Colombo i« 

Pakistan Brahchos: 

At present under the Custodian 
appointed by the 
Government of Pakistan. 

Representative Offices: 

New York: 44 Wall Street, 

New Yo r k, N.Y. 10005. 

Frankfurt: Goethestrasse 26-28, 

6 Frankfurt (Main). 

Correspondents world-wide* 
Subsidiaries: 

State Bank of Bikaner & Jaipur 
State Bank of Hyderabad 
State Bank of Indoro 
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State Bank of Patiala 
Steta Bank of Saurashfra 
State Bank of Travencoro 
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Highlight* of Hindustan Steel's role 
as a multiplier of economic activity 
In the development of India. 


INDUSTRIES 
Hindustan Steel has so 
far supplied over 20 
million tonnes of stool 
and 7.7 million tonnes 
of pig Iron to Indian 
industry.Thls has initia¬ 
ted the growth of 
sevoral engineering and other industries which 
use iron and steel. The equipment end machinery 
produced by those engineering Industries havs 
mado the growth of various other mdustriee 
possible. With this rapid industrial development, 
a stoady and increased supply of raw materials 
also bocame essential. To meet thii demand, 
still oihor industries sprang up—industries an* 
gaged in mining, transportation, production of 
industrial raw materials, etc. Together, these 
have added to the nation s wealth and contribute 
ed severol million rupees to the exchequer in the 
form of taxes end dutios. 

AGRICULTURE 

Hindustan Steel rot only provides the steel for 
building dams, power 
houses.tube wefta.sitoe 
and farm equipment, 
but hat al90 supplied 
so far 1 5 million tonnes 
of nitrogenous ferti¬ 
lizers to help Improve 
agricultural yields Many of Hindustan Steel's 
chemical by-products are also important ingre¬ 
dients in the manufacture of pestlcldta and 
insocticides commonly uses for crop protection. 

THE EXCHEQUER 

Hindustan Steel's cumulative contribution till 




March. 1970 to Central and Stats revenues 
exceeds- Rt. 782.6 
crorea—over Ra. 260 
croraa as excise duty, 
over Rs. 76 crorea as 
cuitomiduty.ovsrRs.30 
croraa as sales tax. over 
Rs. 185 croree ae out¬ 
ward railway freight, 
over Rs. 190 crorea as Interest on loan capital 
and Re. 32.5 crorea ae return ol loan capital. 
SAVING ANO EARNING FOREIGN EXCHANGE 
To date Hindustan Steel hee sold Rs. 1600 
crorea worth of iron end statl and chemical by¬ 
products. all of which the nation would have 
otherwise had to import 
by spending foreign ex¬ 
change. Such massive 
savings apart, Hindustan 
Steel hat over the yasre 
earned over Rs. 140 
croraa In foreign ex¬ 
change from its exports 
of iron and steal and by-products. 

EMPLOYMENT 

Hindustan Staol em¬ 
ploys over 120.000 
people. Far every men 
employed by Hindustan 
Steel eevereI times ae 
many find employment 
in the industries which 
serve steel-making or use steal. The increase 
in steel production hee led to Hie expansion ol 
the nation's employment petential. 

NEW SKILLS ANO PROCESSES 
Hindustan Steel hes Introduced many now steel 





products end steelmskmg processes With (he 
estebtishment and expansion of Hindustan Steel 
the nation has gained new experience developed 
new skills and competent consultancy services 
A csdre of over 4.000 
engineers end techni¬ 
cians essential for the 
future growth ol the 
steel industry m India 
nas been trained and 
developed by Hindustan 
Steel 

Sleet we thus see is 
crucial to economic 
development. M was this appreciation of neat s 
role as tha mother industry that prompted our 
planners to lay deep emphasis on expanding 
India's steel-making capabilities Starting with 
three newmillion.tonn# steel plants at Rourkele 
Bhilai and Durgepur. Hindustan Steel's present 
annual production rate is 4 S million tonnes 
constituting over 60% ol India s total annual 
steel-making potential. Further expansion is 
already under way. The bulk ol the country s 
requirements of highly specialized alloy and 
tool steela too ore being met Hindustan 
Steel's Alloy Steels Plant at Ourgepui. 




HINDUSTAN STEEL 


RegC. Ofliea • Ranchi 
Plants: Reurkais ' etuist • Durgspur 
Alley Steels Plant. Ourgspur 
Central Sates Orginfeahen: 2 Panfi# Ptece Cfteutis 1 
Central CeaSisering 6 Oaugn Burasu: Rsnchi 
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Finance (No. 2) Bill, 1971 : Proposals Explained 


The text of the Official Memorandum explaining the pro¬ 
visions of the Finance (No. 2) Bill, 1971, is given below:— 

Provisions Relating to Direct Taxes 

The provisions in the Finance (No. 2) Bill, 1971 in the 
sphere of direct taxes relate to the following matters: — 

(.0 Prescribing the rates of income-tax (including sur- 
chargs where applicable) on incomes liable to tax for the 
assessment year 1971-72; the rates at which tax is deductible 
at source during 1971-72 from interest (including interest on 
securities), dividends, salaries and other categories of income 
liable to such deduction under the Income-tax Act; and the 
rates for computation of advance tax and charging of income- 
tax on current incomes in certain cases for the financial 
year 1971-72. 

(//) Amendment of the Income-tax Act, 1961, with a 
view to raising additional revenue; providing greater incen¬ 
tives to savings and investment; widening the area of tax 
incentives for development of technical know-how and tech¬ 
nical services both for export and use within India; imposing 
restraints on business expenses so as to reduce income dis¬ 
parities; providing tax reliefs in certain directions and re¬ 
moving anomalies and practical difficulties in certain cases; 
rationalising and simplifying some of the existing provisions; 
streamlining the work of recovery of arrears of taxes; and a 
few other matters. 

(///) Amendment of the Wealth-tax Act, 1957, with a 
view to raising additional revenue and reducing disparities 
in the distribution of wealth; providing tax reliefto members 
of co-operative housing societies; plugging the loophole 
in the law leading to tax avoidance through the medium of 
Hindu undivided families; and a few other matters. 

(/v) Amendment of the Gift-tax Act to plug the loophole 
for evasion of gift-tax through the device of converting sepa¬ 
rate property into joint Hindu family property, and for cer¬ 
tain other matters. 

(v) Amendment of the Companies (Profits) Surtax Act. 
1964 so as to increase the rate of surtax at higher ranges 
of profitability. 

(v/) Amendment of the Deposit Insurance Corporation 
Act, 1961 so as to extend the period of exemption from tax 
on the income of the corporation. 

(vii) Exemption from tax of the income of the Housing 
and Urban Development Finance Corporation for a 10-year 
period. 

2. The Bill follows the principle (adopted since 1967) 
that changes in the rates of tax as also in the other provisions 
of the tax laws should, ordinarily, be made operative pros¬ 
pectively in relation to current incomes and not in relation 
to incomes of the past year. The substance of the main 
provisions in the Bill relating to direct taxes is explained in 
the following paragraphs. 

INCOME TAX 

I. Rates of Income-tax la respect of Incomes liable 
to tax for the assessment year 1971-72. 

3. In respect of the incomes of ail categories of assessees 
(corporate as welt as non-corporate) liable to tax for the 
current assessment year 1971-72, the rates of income-tax 


under the Bill are the same as those laid down in Part 111 of 
the First Schedule to the Finance Act, 1970 for the purpose 
of computation of advance tax, deduction of tax at source 
from the ‘’salaries” and retirement annuities payable to 
partners of registered firms engaged in specified professions, 
and computation of the tax payable in certain special cases, 
during the financal year 1970-71. These rates were already 
prescribed for the assessment year 1971-72 under the earlier 
Finance Act of 1971, which applied the relevant provisions 
of the Finance Act, 1970 to the financial year 1971-72 with 
certain modifications so as to bring these in line with the 
current provision of the Income-tax Act. These modifi¬ 
cations, which have also been incorporated in the present 
Bill, are the following: 

(/) It is being provided in sub-clause (3) of clause 2 of 
the Bill that in cases to which Chapter XII or Section 
164 of the Income-tax Act applies, the tax charge¬ 
able for the assessment year 1971-72 shall be deter¬ 
mined as provided in that chapter or in that section 
and with reference to the rates imposed under the 
Bill for the assessment year 1971-72 or the rates as 
specified in the said Chapter XII or Section 164, as 
the case may be. 

(//) An Explanation is being added at the end of para¬ 
graph C of Part J of the First Schedule to make it 
clear that the rates of income-tax and surcharges 
prescribed in the case of registered firms for the 
assessment year 1971-72 will apply also in the case 
of an unregistered firm assessed as a registered firm 
under Section 183(6) of the Income-tax Act. 

The modification at (i) is being made in the context of the 
provision made in Section 164 of the Income-tax Act, through 
the Finance Act, 1970, for charging tax on the income of a 
discretionary trust at the flat rate of 65% or at the rale which 
would have been applicable if such income were the total 
income of an association of persons, whichever is higher. 
The modification at (//) above is being made in the context 
of the amendment of Section 183(6) of the Income-tax Act. 
by the Taxation Laws (Amendment) Act, 1970, under which 
an unregistered firm may be assessed as a registered firm and 
subjected to the tax chargeable on registered firms at the rates 
specified in this behalf in the annual Finance Act and its 
partners charged to tax on their respective shares in the total 
income of the firm, where this course is beneficial to the reve¬ 
nue. 

4. The rates of income-tax (including surcharges on 
income-tax) for the assessment year 1971-72 in the case of 
individuals, Hindu undivided families, firms and other cate¬ 
gories of non-corporate tax-payers have been specified in 
Paragraphs A to D of Part I of the First Schedule to the Bill. 
The table in Annexure A shows the tax (including surcharge) 
payable at these rates in the case of individuals at selected 
levels of total income ranging from Rs 5,000 to Rs 10,00,000. 

5. In the case of Life Insurance Corporation of India 
and other companies, the rates of income-tax on incomes 
assessable for the assessment year 1971-72 are laid down in 
Part l cf the First Schedule of the Bill. 

II. Rates for deduction of tax at source during the 

financial year 1971-72 from Incomes other than “Salaries” 
and retirement annuities 

6. The rates for deduction of tax at source during the 
financial year 1971-72 from incomes other than “salaries” 
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and retirement annuities payable to partners of registered 
linns engaged in specified professions (/.?., interest on secu¬ 
rities, other categories of interest, dividends, and other cate¬ 
gories of non-salary income of non-residents) are set forth 
in Part II of the First Schedule to the Bill. These ratess differ 
from the rates specified in Part II of the First Schedule to the 
Finance Act, 1970 for purposes of deduction of tax at source 
from such incomes during the financial year 1970-71 in cer¬ 
tain respects as explained in the following paragraphs. 


7. Payments to residents other than companies . -In the 
case of income by way of interest on securities (not being 
interest on a tax-free security) or dividends payable to resi¬ 
dent recipients other than companies during the financial 
year 1971-72, tax will be deductible at the rate of 23%, 
made up of basic income-tax of 20% and surcharge of 3% 
being 15% of the income-tax). This is higher than the rate at 
which tax was deductible in such cases during the financial 
year 1970-71, by 1%. The increase is being made in the 
context of the increase in the rate of surcharge on the income- 
tax in the case of non-corporate tax-payers as explained in 
Paragraphs 10 and 13 of this Memorandum. 

8. Payments of income to non-residents other than com¬ 
panies .—In the case of income (other than interest on a tax- 
free security) payable to a non-resident other than a company, 
during the financial year 1971-72, tax will be deductible at 
the minimum rate of 34.5% made up of income-tax of 30% 
and surcharge of 4.5% (being 15% of the income-tax). 
In respect of interest on a tax-free security payable to non¬ 
corporate non-residents, the rate for deduction will be 
17.25%, made up of income-tax of 15% and surcharge of 
2.25% (being 15% of the income-tax). These increases 
arealso being made in the context of the increase in the rate 
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of surcharge on the income-tax in the case of non-corporate 
tax-payers as explained in Paragraphs 10 and 13 of this 
Memorandum. 

9. Dividends payable by domestic compmies to foreign 
companies .—In the case of dividends payable by a domestic 
company on shares in that company held by a foreign com* 
pany, tax will, hereafter, be deductible at source at the uni¬ 
form rate of 24.5%. Formerly, a lower rate of 14% was 
applicable in cases where the dividend was payable to the 
foreign company by a closely-held Indian company mainly 
engaged in a priority industry. The special concession 
in respect of taxation of inter-corporation dividends in such 
cases is proposed to be discontinued by an amendment to 
Section 80 of the Income-tax Act vide paragraph 83 of this 
Memorandum. In the context of this change, the special 
concessional rate of 14% in respect of dividends payable to 
a foreign company by a closely-held Indian company mainly 
engaged in a priority industry is being discontinued, and the 
rate of 24.5,% which has so far been applicable to efther 
dividends paid to foreign companies by domestic companies, 
is being made applicable to all dividend payments by 
domestic companies to foreign companies. 

III. Rates for deduction of tax at source from “salaries”, 
computation of advance tax and charging of income- 
tax in special cases, during the financial year 1971-72. 

10. Individuals , Hindu undivided families , etc .—The rates 
for deduction of tax at source from ‘salaries” in the case of 
individuals during the financial year 1971-72, and also for 
computation of the advance tax payable during that year 
in the case of all categories of tax-payers, have been speci¬ 
fied in Part III of the First Schedule to the Bill. These rates are 
also applicable for deduction of tax at source during 1971-72 
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ENJOY YOUR HOLIDAY TRAVEL 
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5 Seater Air Cooled Cars with Radio. 

5 Seater Air-Conditioned “Cars with Radio. 

6 Seater Air-Conditioned Van with Radio. 
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from retirement annuities payable to partners of registered 
firms engaged in certain professions {chartered accountants, ' 
solicitors, lawyers, etc.) and lor charging income-tax during 
1971-72 on current incomes in special cases, e.g. 9 provisional 
assessment of shippng profits arising in India to non-resi¬ 
dents, assessment of persons leaving India for good during 
the current assessment year, etc. These rates are the same 
as the rates specified in Part I of the First Schedule lor the 
assessment of incomes liable to tax for the assessment year 
1971-72, except that the rate of surcharge on the income- 
tax in the case of individuals, Hindu undivided families, 
unregistered firms and other categories of non-corporate 
lax-payers is proposed to be increased from 10% to 15% 
in all cases where the total income exceeds Rs 15,000. Where 
the total income is Rs 15,000 or less, the rate of surcharge 
will be 10% as formerly. Further, in a case where the total 
income exceeds Rs 15,000 by a small amount, the surcharge 
leviable will be the lower of the following two quantities:— 

(a) 15% of the income-tax, or 

( b ) the aggregate of 

(/) the surcharge which would be leviable if the total 
income were Rs 15,000 only, and 
(//) 40% of the amount by which the total income 
exceeds Rs J 5,000. 


being made applicable to incomes assessable for the assess¬ 
ment year 1971-72); and ( b ) the rates proposed in the Bill for 

computation of advance tax and deduction of tax at source 

from salaries during the financial year 1971-72 

COMPARATIVE INCIDENCE OF TAX AT 
SELECTED LEVELS OF INCOME IN THE 
CASE OF INDIVIDUALS 


Tax (including Tax (including 

surcharge) at surcharge) at 

the rates appli- the rates in the 
Income cable during the Bill for Increase 

financial year computation of in tax 
1970-7J advance tax 

(as at (a) above] and deduction 
of tax at source 
from “salaries" 
during 1971-72 
[as at (/>) above] 


The operation of this marginal relief provision may be 
illustrated by the followng examples:— 

Example I 

Total income : Rs 15,100 

Income-tax : Rs 1.373 (Rs 1,350 plus 23% of 
Rs 100) 

Surcharge leviable: 

Under alternative (#) Rs 205.95 

(15%; of Rs 1,373) 

Under alternative (h) Rs 175.00 

(Rs 135, being 10% ol 
Rs 1,350 which is the tax 
on a total income of Rs. 
15,000, plus Rs 40, being 
40% of the amount by 
which the total income ex¬ 
ceeds Rs J 5,000). 

As the surcharge calculated under alternative ( b) is lower 
in amount, the surcharge leviable in this case will be 
Rs 175 only. 

Example II 

Total income : Rs 15,200 

Income-tax on 

Rs 15,200 Rs 1,396 

(Rs 1,3504 23% of Rs 200) 

Surcharge leviable : 

Under alternative (a) : Rs 209.40 

(15% of Rs 1,396) 

Under alternative (6) : Rs 215.00 

(Rs J354-Rs 80 being 40% 
of Rs 200). 

As the surcharge calculated under alternative (a) is lower than 
that under alternative (6), the surcharge leviable will be that 
under alternative (a), i.e. 9 Rs. 209.40. The marginal relief 
provision will not, therefore, apply at this level, or above it. 

11. The table below shows, at selected levels of income 
of an individual, the comparative incidence of tax (including 
surcharge) at (a) the rates applicable during the financial 
year 1970-71 for purposes of computation of advance tax 
and deduction of tax at source from “salaries” (which arc 


Rs 

Rs 

Rs 

Rs 

6 000 

no 

1 JO 

Nil 

7,500 

275 

275 

Nil 

10,000 

550 

550 

Nil 

12,500 

1.018 

1,018 

Nil 

15,000 

1.485 

1.485 

Nil 

20,000 

2.750 

2.875 

125 

25,000 

4,400 

4.600 

200 

40,000 

12,100 

12,650 

550 

50.000 

18,700 

19,550 

850 

60,000 

25.300 

26.450 

1,150 

70,000 

33.000 

34.500 

1.500 

80,000 

40,700 

42.550 

1,850 

90,000 

48,950 

51.175 

2 225 

1,00,000 

57,200 

59.800 

2,600 

1.50,000 

1,01,200 

1-05.800 

4,600 

2.00,000 

1,45,200 

1.51.800 

6,600 

2,50,000 

1,91,950 

2.00.675 

8,725 

3,00,000 

2.38,700 

2.49.550 

10,850 

5.00,000 

4,25.700 

4.45,050 

19,350 

10,00,000 

8.93,200 

9,33.800 

40,600 


12. The table in Annexure B shows, in the case of in¬ 
dividuals, Hindu undivided families, unregistered firms, 
associations of persons, etc., (he income-tax payable at the 
rates specified in the Bill for computation of advance tax 
and deduction of tax from the “salaries” during the financial 
year 1971-72, on total incoms from Rs 6,000 to Rs 20,00,000. 

13. Co-operative societies , registered firms and local 
authorities .'-In the case of co-operative societies and local 
authorities, the rates of income-tax specified, respectively, in 
Paragraphs B and D of Part III of the First Schedule to the 
Bill for the purpose of computation of advance tax payable 
by them during the financial year 1971-72 are the same as 



1064 


EASTERN ECONOMIST 


June tl, 1971 


the rates of income-tax specified, respectively, in Paragraphs 
B and D of Part T of the First Schedule for incomes assess¬ 
able for the assessment year 1971-72. However, the rate of 
surcharge in these cases is being increased, from 10% of the 
basic income-tax, to 15%, as in the case of individuals, Hindu 
undivided families, etc. This increase will apply for the 
purpose of computation of advance tax payable by co-opera¬ 
tive societies and local authorities during the financial year 
1971-72. Likewise, in the case of registered firms also, 
the rate of special surcharge is being increased, from 10, 
to 15% of the aggregate of the basic income-tax and ordi¬ 
nary surcharge, for the purpose of computation of the 
advance tax payable by them during the financial year 1971- 
72. The rates of basic income-tax and ordinary surcharge 
in the case of registered firms remain unchanged and are set 
forth in Paragraph C of Part HI of the First Schedule. 

14. Life Insurance Corporation of India and other com¬ 
panies. -The rates of income-tax in these cases specified, 
respectively, in Paragraphs H and F of Part III of the First 
Schedule to the Bill for the purpose of computation of ad¬ 
vance tax payable by them during the financial year 1971-72 
are the same as the rates of income-tax specified, respective¬ 
ly, in Paragraphs F and F of Part 1 of the First Schedule 
for incomes as,sessable for the assessment year 1971-72. 

IV. Proposed amendments to the Income-tax Act 
Additional Revenue 

15. Long-term capital gains .—Under the existing provi¬ 
sions of the Income-tax Act, long-term capital gains, /.e„ 
capital gains arising from the transfer of a capital asset 
w r hich is held for more than 24 months from the date of acqui¬ 
sition, are charged to tax on a concessional basis. In the 
case of tax-payers other than companies, the concession is 
allowed by deducting a specified proportion of the long¬ 
term capital gains in computing the taxable income of the 
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tax-payer. In the case of companies, lower rates of tax have 
been specified in respect of long-term capital gains. With a 
view to increasing th incidence of tax on long-term capital 
gains, the followingmodifications are proposed to be made in 
the relevant provisions of the Income-tax Act:-- 

(/) Tax-payers other than companies : 

(rt) Long-term capital gains relating to buildings or 
lands or any rights therein—the deduction from 
the total income will be Rs 5,000-f 35% of the 
amount of such gains over Rs. 5,000 (as against 
45% under the existing law). 

(/)) Long-term capital gains relatingjto other capita! 
assets —the deduction from total income will 
he Rs 5,000—50% of the amount by which the 
gains exceed Rs 5,000 fas against 65% under 
the existing law). 

(Ji) Companies : 

(</) Long-term capital gains relating to buildings or 
lands or any rights therein—these will be charge¬ 
able to tax at the rate of 45% as against 40% 
under the existing law. K 

(f?) Long-term capital gains relating to other assets* 
—these will be chargeable to tax at the rate of 
35%, as against 30% under the existing law. 

16. The changes set forth in the preceding paragraph will 
become effective from 1-4-1972 and will accordingly apply to 
the assessment year 1972-73, in relation to capital gains 
derived during the financial year 1972-73 or any other 
accounting year relevant to the assessment year 1972-73. 

17. Income from specified priority industries. - Under the 
existing law, income derived by certain domesic companies 
from specified priority industries is charged to tax on a con¬ 
cessional basis. The priority industries specified for this 
purpose comprise - 

(a) the business of generation or distribution of electrici¬ 
ty or any other form of power; 

( h ) the business of construction, manufacture or produc¬ 
tion of any one or more of the articles or things 
specified in the list in the Sixth Schedule to the 
Income-tax Act; and 

(c) the business of any hotel where such business is carri¬ 
ed on by an Indian company and the hotel is, for the 
time being, approved in this behalf by the central 
government. 

The concessional taxation of profits from these industries 
is brought about by allowing a deduction of an amount 
equal to 8% of such profits in computing the total income 
of the domestic company. The incidence of tax on profits 
from priority industries is proposed to be increased to some 
extent, and the list of priority industries is also being shorten¬ 
ed by the exclusion of some industries from it. The details 
of the proposed provisions are as under:— 

(/) Quantum of deduction from taxable income in respect 
of profits from priority industries : It is proposed to 
reduce the quantum of deduction admissible to a 
domestic company in respect of profits derived by it 
from a priority industry, from 8% to 5% of such 
profits. 

(it) List of articles and things relating to priority indus¬ 
tries : The following items are proposed to be omit¬ 
ted from the list of articles and things relating to 
priority industries in the Sixth Schedule to the 
Income-tax Act :— 

(a) Aluminium (metal), which is presently included 
in item (2) of the list. 
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Yes, I'm choosy about my tea. I like it good and rich and strong* 
the way Richbru is. Tops in taste, tops in flavour. Cup after 
cup after cup, you get so many more from every pack 
Richbru. The tea that's setting a new 
»rend in modern homes. 



UPTON'S MEANS 
GOOD TEA 


IP* food 
and rich 
and strong 



Upton's 

Ricnbru 




Only packaged teas 
stay fresh and flavourful 

LRC4 



On 17th April 1899...the day we were born, we lit our Alladin’s 
lamp and changed the life of Calcutta...Gone were the 
old days of oil lamps and punkhawalias.Jn came power and 
energy from India's first steam station., our own Power 
Station at Emambag Lane...then from Cossipore Generating 
Station in 1912, Southern Generating Station in 1926. 

Mulajore Generating Station in 1939 and New Cossipore 
Generating Station in 1949...Every pulse beat of Calcutta is 
recorded at Victoria House...In 1899 we sold 2 million 


units...this year 2G00 million units thro 740,000 meters We 
read a meter every second of the woiking day and wo 
send out a bill every V6 seconds of the working day. We shad 
be here through the Seventies to supply as much power as 
Calcuttans want in their homes...in their factories...at their 
offices...Wo are proud of our p3st contribution to the 
development of Calcutta’s domestic and industrial complex... 

We are confident of meeting the challenge of the Seventies . 
Greater Calcutta is assured of a "lighter" and brighter future 


6D I 


THE CALCUTTA ELECTRIC SUPPLY CORPORATION LIMITED 

Victoria House, Calcutta-1. 
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ELIMINATE 
EXPORT RISKS 
AND INCREASE 
YOUR BUSINESS 
BY INSURING 
WITH ECGC 


B Only ECGC offers you complete 
insurance cover against all‘commercial 
and political risks. 

# ECGC provides various guarantees to 
banks to help you get liberal pre and 
post shipment credits. 


For further details contact: 

THE EXPORT CREDIT AND GUARANTEE CORPN. LTD. 

Registered Office: 10th Floor, Express Towers, BOMBAY-1, 


Branches: 


4, Rampart Row 
BOMBAY-1. 


Choudri House 
10-A, Curzon Road 
NEW DELHI-1. 


Tata Contra 
43, Chowringheo 
CALCUTTA-16. 


Indian Bank Building 
17, North Beach Road 
MADRAS-1 
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ip) Motor trucks and buses, presently listed as 
item (10). 

(c) Cement and refractories, presently listed as 
item (12). 

W) Soda ash, presently listed as item (14). 

(<?) Petro-chemicals, presently listed as item (18). 

(/) Automobile ancillaries, presently listed as item 

( 20 ). 

18. The changes set forth in the preceding paragraph 
■will come into effect on 1-4-1972 and will accordingly apply 
for the assessment year 1972-73 in relation to current in¬ 
comes of the financial year 1971-72 or any other accounting 
year corresponding to it. 

Incentives for Savings 

19. Deduction in respect of long-term savings in speci¬ 
fied media:—Under the existing provisions of the Income-tax 
Act, tax relief is allowed in respect of long-term savings 
effected by certain categories of tax-payers out of their income. 
In the caso of an individual, long-term savings through 
life insurance or deferred annuity policies on the life of the 
individual, his spouse or child, certain provident funds and 
superannuation funds and 10-year and 15-year Cumula¬ 
tive Time Deposit Accounts, qualify for tax relief. In the 
case of Hindu undivided families, long-term savings effected 
through insurance policies on the life of any member of the 
family qualify for tax,.relief. In the case of an asses see be¬ 
ing an association of persons or a body of individuals 
consisting only of husband and wife governed by the sys¬ 
tem of community of properly in force in the union terri¬ 
tories of Dadra and Nagar Havcli and Goa, Daman and Diu. 
long-term savings through policies of life insurance or for 
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deferred annuities on the life of any member of such asso¬ 
ciation or body or on the life of any child of either member 
as also through the Pubic Provident Fund and 10-year 
and 15;year Cumulative Time Deposit Accounts, qualify for 
tax relief. The tax relief, in all cases, is allowed by deducting 

o of the first Rs 5,000 of the qualifying savings plus 
50% of the balance of such savings, in computing the taxable 
income of the assessee. With a view to providing a further 
incentive for effecting long-term savings, particularly by tax¬ 
payers in the lower and middle income brackets, the follow¬ 
ing changes are proposed to be made in the relevant provi¬ 
sion:— 

(i) The quantum of the deduction in respect of long-term 
savings in computing the taxable income is proposed to be 
varied so as to allow a deduction of whole of the first Rs 
1,000 of the qualifying savings plus 50% of the next Rs 
4,000 plus 40% of the remainder of such savings. 

(This will mean that in the case of a person who saves 
Rs 1,000 or less, the whole of such savings will be 
allowed as a deduction from his taxable income, 
as against 60% of such savings under the existing 
law. In the case of a person who saves more than 
Rs 1,000 but less than Rs 5,000, the amount of the 
deduction will be higher under the proposed 
formula than at present. On a saving of Rs 5,000, 
the quantum of the deduction will be the same as 
at present, namely Rs 3,000. In respect of savings 
in excess of Rs 5,000, the quantum of deduction will 
be less than at present.) 

(ii) The monetary limit over the savings qualifying for 
the deduction is being increased from Rs 1x000 to Rs 
20,000 in the case of an individual and also in the case of a 
married couple governed by the system of community of 
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Surprising ! Is that ? 

But wa mean no dramatics while making this pleasant surprise 
known to you. We mean business. India has the vast 
resources and high potential to catch the foreign markets 
through processed foods. 

The mere mentioning of foods 'Indian' spells sumptuous 
delight, 'romantic' taste and hot, delectable cuisines abroad. 
They are highly popular overseas. In U.K., Sweden, Denmark 
France, West Germany,Netherlands.Switzerland, Bahrain, 
Kuwait, Iraq, Hong Kong and Singapore, for instance. Already 
numerous exciting Indian delicacies are delighting many. 

The list includes canned fruits and vegetables, pickles and 
chutneys, biscuits and confectionery, spicy papads, instant 
tea, instant coffee and a host of other items. During the current 
year.onvisaged exports would be of the order of Rs. 15.95 croros 

Incidentally, are you manufacturing any variety of processed 
foods ? We are at your service. We'll provide all the 
information regarding exports and render overall help through 
planning and publicity abroad. 


THE PROCESSED FOODS EXPORT PROMOTION COUNCIL 119. Jorbagh, N«w Deihi -3 
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property in force in the union territories of Dadra and 
Nagar Haveli and Goa, Daman and Diu. 

(The monetary limit of Rs 30,000 presently applicable to 
the qualifying savings by a Hindu undivided family, remains 
unchanged.) 

20. The changes set forth in the preceding paragraph 
will take effect from 1-4-1972 and will accordingly apply for 
the assessment year 1972-73 in relation to current incomes 
of the financial year 1971-72 or other accounting year cor¬ 
responding to it. 

21. Deduction in respect of income from specified finan¬ 
cial assets .—Under a provision introduced in the Income-tax 
Act through the Finance Act, 1970, income derived by a 
taxpayer from investments in specified categories of financial 
assets is exempt from tax up to an aggregate amount of 
Rs 3,000 which is deducted from the taxable income. The 
investments covered by this provision are (i) government 
securities; (ii) notified debentures; (iii) deposits under noti¬ 
fied schemes of the central government; (iv) shares in Indian 
companies; (v) units in the Unit Trust of India; (vi) deposits 
with banking companies, co-operative banks, land mortgage 
banks and land development banks; and (vii) deposits with 
approved financial corporations engaged in providing long¬ 
term finance for industrial development in India. It is 
now proposed to modify this provision in certain respects 
as explained hereunder :—• 

(i) The deduction under this provision is being limited 
to individuals and Hindu undivided families only 
and will, therefore, not be allowed henceforth in 
the case of other categories of taxpayers, such as 


MALCO MEANS 
MORE ALUMINIUM 

The Madras Aluminium Co. Ltd., which operates an 
integrated Aluminium plant at MctturDam, South India, 
is at present marketing ingots, slabs, wire bars, alloys, 
billets and Properzi redraw rods. 

‘MALCO’ which made a beginning in the export of 
Aluminium ingots, is now embarking on an ambitious 
programme of expanding its primary metal capacity. 
Output will eventually be raised to 25,000 tonnes a year 
and facilities will be created to manufacture rolled pro¬ 
ducts and extrusions. 



MALCO 


THE MADRAS ALUMINIUM CD., LTD. 

Registered Office : Race Course, Coimbatore-18. 
Factory : Mettur Dam (Salem Dist.) 


FDSMACTY 


companies, partnership firms, associations of per¬ 
sons, etc. 

(ii) Deposits with a co-operative society made by a 
member of the society are being included in the 
categories of financial assets specified in the provi¬ 
sion. Accordingly, interest on such deposits wilt 
also qualify for the deduction under this provision, 
along with incomes derived from the financial assets 
already listed therein. 

22. The changes set forth in the preceding paragraph are 
being made effective from 1-4-1972 and will accordingly 
apply to the assessment year 1972-73, in relation to current 
incomes of the financial year 1971-72 or other accounting 
year corresponding to it. 

Achieving Economic Objectives 

23. Exemption from tax in respect of income of locat 
authorities derived from the supply of water and electricity 
outside their own jurisdictbnal areas. —Under an existing 

! >rovision in the Income-tax Act, a local authority is exempt 
rom tax on its income under the heads “Interest on securi¬ 
ties”, “Income from house property”, “Capital gains’Vor 
“Income from other sources”, as also on its income from 'a 
trade or business carried on by it which accrues or arises 
from the supply of a commodity or service within its own 
jurisdictional area. Income derived by a local authority 
from the supply of a commodity or service outside its own 
territorial limits, is, however, liable to tax. In order to 
encourage local authorities to supply drinking water and 
electricity to adjoining villages on an increasing scale, it 
is proposed to extend the scope of this exemption so as to 
cover income derived by a local authority from the supply 
of water or electricity outside its own jurisdictional area. 
Accordingly, income derived by a local authority from the 
supply of water or electricity outside its territorial limits will 
also be exempt from income-tax. 

24. This provision is being made effective from 1*4-1972 
and will accordingly apply in relation to assessments for the 
assessment year 1972-73 and subsequent years. 

25. Special deduction in the case of certain financial 
corporations providing long-term finance for agricultural deve¬ 
lopment in India. —Under the Income-tax Act, financial 
corporations engaged in providing long-term finance for 
industrial development in India are entitled to a deduction, 
in the computation of their taxable profits, of amounts 
transferred by them out of such profits to a special reserve 
account up to a specified percentage of their total income. 
Where the financial corporation has a paid-up share capital 
not exceeding Rs 3 crores, the special reserve may be up to 
25% of the current profits, while in the case of a financial 
corporation having a paid-up share capital exceeding Rs 
3 crores, the special reserve may be up to 10% of the current 
profits. This deduction is available only where the financial 
corporation is approved by the central government for this 
purpose. The objective underlying this provision is to enable 
financial corporations to build up their internal resources 
at an accelerated pace and thus become independent of sub¬ 
ventions from government for financing their activities. 

26. Certain financial corporations have recently been 
set up for the purpose of providing long-term finance for 
agricultural development in India. One such corporation is 
the Agricultural Refinance Corporation which has been 
established under an Act of Parliament with a view to 

J noviding refinance to co-operative and commercial banks 
or financing compact area schemes. Similarly, another cor¬ 
poration, called the Agricultural Finance Corporation, which 
is registered as a company, has been established as a consor¬ 
tium of major commercial banks in the country. With a 
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view to encouraging these and similar other financial cor¬ 
porations to build up their internal resources at a fast rate, 
it is proposed to extend to such corporations the same tax 
concession as is presently available to financial corporations 
engaged in providing long-term finance for industrial deve¬ 
lopment in India. Accordingly, a financial corporation 
which is engaged in providing long-term finance for agri¬ 
cultural development in India will be entitled to deduction, 
in the computation of its profits, of amounts carried to a 
special reserve account out of the current profits. The 
quantum of deduction will be the same as under the existing 
provision, namely, up to 25% of current profits in the case 
of a financial corporation having paid-up capital not ex¬ 
ceeding Rs 3 crores and up to 10% of the current profits in 
any other case. The aggregate of the deductions on this 
account over a period of years will not, however, exceed the 
amount of the paid-up capital, as under the existing pro¬ 
vision. The concession in these cases will also be subject 
to the requirement of approval of the corporation by the 
central government as presently applicable in the case of 
financial corporations engaged in providing long-term 
finance for industrial development. 

27. The above provision will be made effective from 
1-4-1972 and will accordingly apply in relation to the assess¬ 
ments for the assessment year 1972-73 and subsequent 
years. 


| | • ' 77 v 77" a - ; 

7 If you bunk well 

vvfth tlie Bank of India, 
.you can >y el I bank 
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28. Withdrawal of tax relief on capital gains arising 
from the transfer of shares in Indian companies held by 
foreign nationals and foreign enterprises in certain 
cases .—Under an existing provision in the Income-tax Act, 
foreign companies or individuals of foreign citizenship, 
holding investments in shares in Indian companies are 
entitled to relief from the tax chargeable on capital gains 
arising to them on the sale of such shares if the sale 
proceeds are re-invested within a period of two years in 
certain approved investments. The investments approved 
for the purpose of this provision comprise government 
securities (including certain small savings securities of the 
central government) and ordinary shares of certain cate¬ 
gories of public companies engaged in specific industries. 
This provision was introduced in the law in' 1965, with a 
view to conserving our foreign exchange resources by 
encouraging foreign enterprises and foreign nationals to retain 
in India the sale proceeds of their investments in shares in 
Indian companies instead of repatriating such sale proceeds 
outside India. 

29. In actual practice, the impact of this provision on 
our foreign exchange resources has been found to be minimal. 
There has also been a distinct improvement in our balance 
of payments position. In these circumstances, it is proposed 
to withdraw the above tax relief with effect from 1-4-1972. 
The tax relief under the existing provision will not, therefore, 
be available for the assessment year 1972-73 and subsequent 
years. Accordingly, from 1972-73, foreign enterprises and 
foreign nationals will be charged to tax on the capital gains 
arising to them on the sale of shares held by them in Indian 
companies, regardless of whether the sale proceeds are 
invested in other assets in India or are] repatriated outside 
India. 

30. Concessional taxation of royalties , commission, fees etc. 
received by an Indian company for provision of technical know- 
how or technical services to an Indian concern.— Under an exist¬ 
ing provision in the Income-tax Act, an Indian company, 
deriving income by way of royalties, commission, fees etc. 
from an Indian concern in consideration for the provsion to 
the Indian concern of technical know-how or techniical ser¬ 
vices, is entitled to a deduction of 40% of the amount of such 
income in the computation of its taxable income. This 
tax concession is available only if the agreement under which 
the technical know-how or technical services are provided 
is approved by the central government on an application 
made in this behalf before the 1st October of the relevant 
assessment year. The objective of this provision is to en¬ 
courage Indian companies to carry out research and deve¬ 
lopment programmes and develop indigenous technical 
know-how. 

31. It is^now proposed to extend this tax concession 
also to cover cases where technical know-how or technical 
services arc provided by resident non-corporate taxpayers, 
such as individuals, Hindu Undivided families, partnership 
firms, etc. In order to avoid any possible abuse of the con¬ 
cession, it is being provided that the concession would be 
available only if tho accounts of the resident non-corporate 
taxpayer (not being h co-operative society) for the relevant 
accounting year have been audited by a chartered accountant 
or any other accountant authorised in law to audit the 
accounts of companies and the taxpayer furnishes the 
report of such audit in a form to be prescribed in the Income- 
tax Rules along with his return of income. 

32. The existing requirement of the grant of approval 
by the central government to the agreement under which 
the technical know-how or technical services are provided 
has, in actual practice, led to certain avoidable difficulties 
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to the taxpayer and delays in obtaining such approval. It 
is now proposed to vest the power of granting approval, 
fort he purpose of the tax concession, in the Central Board of 
Direct Taxes who would, where necessary, consult the con¬ 
cerned administrative or technical ministries before talcing 
a final decision. 

33. The new provisions will take effect from 1-4-1972 
and will accordingly apply to assessments for the assessment 
year 1972-73 and subsequent years. As a transitional 
measure, it is being provided that the approval of the Board 
will not be necessary in the case of agreements which are 
approved for the purpose of the concession by the central 
government before 1-4-1972 and that the applications for 
such approval pending with the central government im¬ 
mediately before that date will stand transferred to the 
Board for disposal. 

34. Exemption from tax of royalties , commission , fees 
etc. received by an Indian company for provision of technical 
know-how or technical services to foreign enterprises .—Under 
another provision in the Income-iax Act, an Indian company 
deriving income by way of royalties, commission, fees, etc. 
from a foreign company, in consideration for the provision 
to the foreign company of technicl know-how or technical 
services is exempted from taxation in India on the whole of 
such income. This tax concession is available only if the 
agreement under which the technical know-how or technical 
services are provided is approved by the central government 
before the 1st October of the relevant assessment year. 
The objective of this provision is to encourage Indian com¬ 
panies to develop technical know-how and make it available 
to foreign companies so as to augment our foreign exchange 
earnings and establish a reputation for Indian technical 
know-how in foreign countries. 

35. The tax concession referred to in the preceding 


paragraph is presently available only where the foreign 
concern to which the technical know-how or technical 
services arc provided is a “company” and is declared as 
such by an order of the Board under the relevant provision 
of the Income-tax Act. It has been found that Indian con¬ 
cerns have been providing technical know-how not only to 
foreign companies but also to foreign governments, public 
utilities, etc. Although in these cases, the supply of technical 
know-how to the foreign enterprise results in the export of 
Indian know-how and adds to the foreign exchange earnings, 
the Indian company which undertakes this work is not entitled 
to the tax concession. Further, the tax concession is not 
presently available where the technical know-how or services 
are provided by a non-corporate taxpayer. 

36. It is now proposed to extend this tax concession also 
to cover cases where technical know-how or technical servi¬ 
ces are provided by resident non-corporate taxpayers, such 
as individuals, Hinduundivided families,partnership firms, 
etc., and to make this concession available in all cases where 
the technical know-how or technical services are provided 
to a foreign government or a foreign enterprise, regardless 
of whether the foreign enterprise is a corporate body or not. 
In order, however, to avoid any possible abuse of the 
concession, it is being provided that in the case of resident 
non-corporatc taxpayers, other than co-operative societies, 
the concession would be available only if the accounts oft he 
taxpayer for the relevant accounting year have been audited 
by a chartered accountant or any other accountant autho¬ 
rised in law to audit the accounts of companies and a 
report of suchaudit in a formto be prescribed forthis pur¬ 
pose is furnished along with the return of income. 

37. In order to remove certain practical difficulties in 
the operation of the existing provision, the power to accord 
approval to the agreement under which the technical know- 
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how or technical services are provided is being vested in 
the Central Board of Direct Taxes instead of the central 
government as at present. Further, the present requirement 
that the approval to the agreement should be obtained be¬ 
fore the 1st October of the relevant assessment year is being 
replaced by the requirement that the application for the 
grant of such approval should be made to the Board before 
that date. The date on which the approval is actually 
granted, will, therefore, no longer be material i ft he relevant 
application is made within the time allowed. 

38. The new provisions are being made operative from 
1.4.1972 and will accordingly apply in relation to assess¬ 
ment year 1972-73 and subsequent years. Asa transitional 
measure, it is being specifically provided that the approval 
ofthc Board will not be necessary in a case where the agree¬ 
ment under which the technical know-how or technical ser¬ 
vices are provided is approved for the purpose of the tax 
concession by the central government before J.4.1972 and 
that the applications pending with the central government 
immediately before that date will stand transferred to the 
Board for disposal. 

39. Exemption from tax ofdi vidends recei wd by an Indian 
company on shares allotted to it in a foreign company for the 
provision of technical know-how or technical services to the 
foreign company. —Under an existing provision in the In¬ 
come-tax Act, an Indian company deriving income by way 
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of dividends on shares allotted to it in a foreign company in 
consideration for the provision of technical know-how or 
technical services to such foreign company is exempted from 
tax in India on the whole of such dividend income. This 
tax concession is available only if the agreement under which 
the technical know-how or technical services are provided 
to the foreign company is approved by the central govern¬ 
ment before the 1st October of the relevant assessment year. 
The objective of this provision is to encourage Indian com¬ 
panies to develop technical know-how and make it available 
to foreign companies so as to augment our foreign exchange 
resources and establish a reputation for Indian technical 
know-how in foreign countries. 

40. Presently, the tax concession is available only in a 
case where the technical know-how or technical services are 
provided to a foreign company by an Indian company and 
the shares in the foreign company are allotted to it in con¬ 
sideration therefor. Where, however, the shares are allot¬ 
ted to any resident non-corporate lax-payer, the dividend 
income docs not enjoy exemption from tax in his hands. 

41. As explained in Paragraph 36, the tax exemption 
available in respect of royalties, commission, fees, etc. re¬ 
ceived by an Indian company in consideration for the pro-* 
vision of technical know-how or technical services to foreign 
companies is being extended to resident non-corporate tax 
payers as well. Likewise, it is now proposed to completely 
exempt also the dividendincome received on shares allotted 
to a resident non-corporate taxpayer in a foreign company 
in consideration for the provision of technical know-how or 
technical services to such foreign company. Further, the 
power to accord approval to agreements under which the 
technical know-how or technical services are provided is 
being vested in the Central Board of Direct Taxes, instead 
of the central government at present. The present require¬ 
ment that the approval of the agreement should be obtained 
before 1st October of the relevant assessment year is also be¬ 
ing replaced by the requirement that the application for the 
grant of such approval be made before that date. The date 
on which the approval is actually granted will, therefore, no 
longer, be material in cases where the applications for such 
approval are made within the time allowed for the purpose. 

42. The new provisions are being made operative from 
1.4.1972 and will, accordingly, apply in relation to assess¬ 
ments for the assessment year 1972-73 and subsequent years. 
As a transitional measure, it is being specifically provided 
that the approval of the Board will not be necessary in a case 
where the agreement under which the technical know-how 
or technical services are provided is approved for the purpose 
by the central government before 1.4. 1972 and that the ap¬ 
plications pending with the central government on that 
date will stand transferred to the Board for disposal. 

Granting Tax Reliefs 

43. Provision in Section ll of the Income-tax Act relating 
to exemption from tax of the income of charitable and reli¬ 
gious trusts .—Under the existing pr6visions of the Income- 
tax Act, income derived from property held under trust for 
charitable or religious purposes is exempt from income-tax 
to the extent suchincome is actually applied to such purposes 
during the previous year itself or within three months next 
following. As “income” includes “capitalgains”, a charitable 
or religious trust would forfeit exemption from income tax in 
respect of its incomes by way of capital gains unless such in¬ 
come is also applied to the purposes of the trust during the 
period referred to above. In some cases, charitable or reli¬ 
gious trusts are required tc sell, in the interest of the trust, 
capital assets forming part of the corpus of their property 
solely with a view to acquiring other capital assets to be held 
as part of the corpus orthetrust. The requirement that the 
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capital gains arising from such transactions should be uti* 
Used for chartitable or religious purposes during the ac¬ 
counting year itself or within three months immediately 
following, has the unintended effect of progressively re¬ 
ducing the corpus of the trust and the income yielded 
by it. 

44. This difficulty has been accentuated as a result of 
certain amendments made in the scheme of tax exemption 
of charitable and religious trusts through the Finance Act, 
1970. Under one of these amendments, a charitable or 
religious trust would forfeit exemption from tax on its in¬ 
come if the trust funds, constituting its corpus or income, are 
invested in a concern in which the author or founder of the 
trust or any substantial contributor to it or any relative of 
such author, founder ir contributor is substantially interes¬ 
ted. Where the investment of the trust funds in such con¬ 
cern exceeds 5%, of the capital of the concern, exemption is 
forefeited in respect ofthc whole of the income of the trust, 
while in a case where the investment does not exceed 5" (l , 
the exemption is lost only in respect ofthc income from such 
investment, the other income continuing to enjoy tax exemp¬ 
tion. In order to enable charitable and religious trusts to 
change their investments suitably, without forfeiting excm 
tion from tax, a specific provision was also made in the in¬ 
come-tax Act to the effect that the aforesaid provisions 
would not apply in a case where the investment of the trust 
funds in the prohibited concerns does not continue after 
31.12.1970. In order to avail of the benefit of this relaxa¬ 
tion, many charitable or religious trusts divested themselves 
of investments in prohibited concerns before 1.1.1971. If 
the provisions of the law are construed strictly, such trusts 
would forfeit exemption from tax in respect of their income 
by way of capital gains arising from the transfer of such 
investments unless they apply such income to charitable or 
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religious purposes during the relevant accounting year or 
within three months immediately following. 

45. The question of eliminating the disadvantage to 
charitable or religious trusts in being obliged to spend away 
the capital gains arising from the transfer of assets consti¬ 
tuting the corpus ofthc trust instcad o f addi ng to t he corpus, 
was considered by government in 1963 and administrative 
instructions were issued to the effect that where a chartitable 
or religious trust transferred a capital asset forming part ol 
the corpus of its property solely with a view to acquiring 
another capital asset for the use and benefit of the trust and 
utilised the capital gains arising from the transaction in 
acquiring a new capital asset, the amount of capital gains so 
utilised should he regarded as having been applied to the 
charitable or religious purposes of the ti ust. T hesc inslruc- 
lions Jiavcrccenth been reiterated. 

46. It is now proposed to make a suitable amendment 
to the relevant provision in the Income-tax Act to place the 
aforesaid administrative instructions on a legal footing and 
remove the disadvantage to charitable and religious trusts 
for the past as also the future. It is, according!}, being pro¬ 
vided that in a case where a capital asset being proper!) held 
under trust for charitable or idigioiis purposes is transferred 
and the whole or anv part of the net consideration for the 
transfer (i.e. full value of l he consideration as reduced by t he 
expenditure incurred wholl\ and exclusively in connection 
with the transfer) is utilised for acquiring allot her capital 
asset to be held as part ofthc corpus of the trust. the capital 
gain arising from t he trails fci will he regarded as having been 
applied to charitable or religious purposes. Where the 
whole of such net consideration is utilised in acquiring the 
new capital asset, the entire amount of the capital gain will 
be regarded as having been applied to charitable or religious 
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purposes, while >u a case, where only a pari oiTlie nel con¬ 
sideration is utilised for acquiring the new capital asset, an 
amount, if any by which the cost of acquisition of the new 
asset exceeds the aggregate of the cost of acquisition of the 
capital asset transferred and the cost of any improvements 
made to such asset, will be regarded as having been applied 
*o such purposes. 

47. In a case where the asset which is tiausferred toi med 
part of property held under trust in part only for charitable 
or religious purposes, a proportionate amount of the capital 
gain will be regarded as having been applied to chai liable or 
religious purposes. Thus, where the whole of the net con¬ 
sideration received as a result of the transfer is utilised in 
acquiring the new capital asset, the whole of the ‘"appropriate 
fraction” of the capital gain will be regarded as having been 
applied to charitable or religious purposes, while in a case 
where only a part of the net consideration is utilised for ac¬ 
quiring the new capital asset, so much of the “appropriate 
fraction” ofthccapitalgain as is equal to the amount, if any, 
by which the “appropriate fraction” of the amount utilised 
for acquiring the new asset exceeds the “appropriate frac¬ 
tion” of the cost of the transferred asset will be regarded 
as having been applied to such purposes. Hie “appro¬ 
priate fraction” in this context means the liaetjon ob¬ 
tained by dividing the amount of the income which, under 
the terms of the trust, is applicable to charitable or reli¬ 
gious purposes, by the whole of the income derived from 



property held under trust in part only for such purposes. 

48. These amendments arc propored to be made operative 
retrospectively from 1.4.1962, i.e. the date of commencement 
of the Income-tax Act, 1961 and will, therefore, place the 
concession already allowed under executive orders on a legal 
footing right from the date from which the requirement of 
application, by charitable or religious (rusts, of at least 75% 
of their income to charitable or relgious purposes during the 
year ofaccrualofsuch income was introduced in the income- 
tax law. 

49. Provision in Section 1J of the Income-tax Act relating 
to forfeiture of ex< mption from in a me-tax of charitable or 
religious trusts in certain cases. '1 he Finance Act, 1970 made 
certain amendments in t he scheme of tax exemption ofehari- 
table and religious trusts, inter alia , to curb the use of the 
funds ofsirch trusts to aquirccoutrol over industry and busi¬ 
ness. Under the provision in Section 13(2)(h). a charitable 
or religious trust will forfeit exemption from tax ii 
any funds of the trust are, or continue to remain, invested 
for any period during the previous year in any concern 
in which the author or founder of the trust or any 
substantia! contributor to it or any relative of such 
author, founder oi contributor has a substantial intents!. 
Since the expansion “funds of the trust” is wide 
enough to include not only the uninvested cash but 
also "shares Mocks, securities etc. forming part of its 
corpus, and, in fact, property of every kind belonging 
to the trust, it follows that a trust will forfeit coemption from 
tax if it continues to hold any shares in a company in which 
its author or other connected persons are substantially inter¬ 
ested, regardless of whether the shares formed part of the 
original corpus of thet rust or were subsequently acquired 
by it. Under another provision in section 13 (4) of the In¬ 
come-tax Act, it has been provided that in a case where the 
investment of the funds of the trust in a concern in which 
the author of the trust or other connected persons had a 
substantial interest docs not exceed 5% of the capital of the 
concern, the exemption from tax would be denied only in 
relation to the income arising from such investment and the 
remaining income will continue to enjoy exemption from 
tax. 

50. Ilie relevant provision iu section 13(4), however, 
refers to “the moneys of the trust” and not to “the funds of 
the trust” and this verbal variation in the phraseology used 
in Section 13 (2) (h) and Section 13 (4) is likely to create un¬ 
intended hardship in certain cases. This is because in a 
case where the shares in the prohibited concern form part 
of the corpus of the trust or have been donated to it in specie, 
it could be urged that since the shares were not paid 
for by the trust in cash, no “moneys of the trust” had been 
invested in the prohibited concern and as such the saving 
provision in section J 3 (4) would not apply and that the (rust 
would lose exemption from tax in respect of its entire income 
and not merely in respect of income from such investment 
alone, even if the trust investment in the prohibited concern 
does not exceed 5% of the capital of the concern. Such 
an interpretation will not be in keeping with the intention 
underlying the provision. 

51. It is accordingly proposedto make a drafting amend¬ 
ment to the provision in section 13 (4) of the Income-tax Act 
in order to clarify that in a case where the investment made 
by a charitable or religious trust in a concern in which the 
author of the trust or his relatives etc. have a substantial 
interest docs not exceed 5% of the capital of the concern 
(whether the investment is made by the trustees themselves 
or it forms apart of the original corpus settled on trust or re¬ 
presents a donation made to it in specie ) the trust will forfeit 
the exemption from tax only in relation to the income ari- 
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sing from such investment and its remaining income will 
continue to enjoy exemption from tax. 

52. The above-mentioned provision is being made effec¬ 
tive retrospectively from 1.4.1971 i.e. the date from which 
section 13 of the Income-tax Act was substituted by a new 
Section, and will accordingly apply in relation to assessments 
for the assessment year 1971-72 and subsequent years. 

53. Deduction for expenses incurred by salaried taxpayers 
on travelling for purposes of employment in computing their 
taxable salary income .—At present, a salaried taxpayer 
owning a motor car, or a motor-cycle, scooter or other 
moped and using it for the purposes of his employment is 
entitled to a standard deduction from his salary income to 
cover the expenditure incurred by him on the maintenance 
of the conveyance and its wear and tear attributable to its 
use for the purposes of employment. The standard deduction 
for a motor-car is Rs 200 per month and for a motor-cycle, 
scooter or other moped, it is Rs 60 per month. In the case 
of salaried taxpayers who do not own a conveyance of the 
type referred to above e.g. employees owning cycles or using 
the public transport system for travelling for the purposes 
of employment, the standard deduction is allowed in an 
amount of Rs 35 per month. 

54. It is now proposed to increase the standard deduction 
for employees owning a motor-cycle, scooter or other moped 
from Rs 60 per month to Rs 75 per month and in the case 
of employees not maintaining a motor-car or a motor¬ 
cycle, scooter or other moped, from Rs 35 to Rs 50 per 
month. The standard deduction in the case of employees 
owning a motor car will continue to remain at the present 
level of Rs 200 per month. 

55. This provision is being made operative from 1.4.1972 
and will accordingly apply for assessments for assessment 
year 1972-73 and subsequent years. 

56. Exemption firm tax of the business incane of labour 
co-operative societies and fisheries co-operative societies. 
Under the Income-tax Act, co-operative societies enjoy 
certain tax concessions in respect of their income. Co-ope¬ 
rative societies connected with agriculture, banking, rural 
credit, milk production and cottage industries enjoy complete 
exemption from tax in respect of their business income from 
these activities, while co-operative societies engaged in other 
activities are liable to tax on their business incomein excess 
of Rs 20,000. Further, the income of all co-operative socie¬ 
ties by way of interest or dividends^received from invest¬ 
ments with other co-operative societies is wholly exempt 
from income-tax, and where the gross income of the co¬ 
operative society does not exceed Rs 20,000, income by way 
of interest on securities or income from house property also 
enjoys complete exemption from income-tax in the genera¬ 
lity of cases. 

57. With a view to promoting self-help among persons 
of small means who form co-operative societies for the collec¬ 
tive disposal of their labour, it is now proposed to exempt 
the business income of labour co-operative societies from 
income-tax. It is also proposed to exempt the business 
income of co-operative societies engaged in fishing and other 
allied pursuits e.g. catching, curing, processing, preserving, 
storing and marketing of fish, or the purchase of materials 
and equipment in connection therewith for the purpose of 
supplying them to their members. In order, however, to 
prevent any possible misuse of the tax concession by those 
for whom it is not intended, it is being provided that the pro¬ 
posed tax concession will be available only in the case of 
such of these co-operative societies as, under their rules and 
bye-laws, restrict the voting rights to members who constitute 


t he labour force or actually carry on the fishing or ot her allied 
activities, the state government and the co-operative credit 
societies that provide financial assistance to them. 

58. These provisions will take effect from 1.4.1972 and 
will accordingly apply in relation to assessments for the 
assessment year 1972-73 and subsequent years. 

59. Exemption of interest on deposits made by members 
with co-operative societies, from deduction of income-tax at 
source. —Under an existing provision in the Income-tax 
Act. taxpayers other than individuals and Hindu undivided 
families are required to deduct income-tax at source from 
interest (other than"intcrcst on securities*’) credited or paid 
by them to persons resident in India where any single pay¬ 
ment exceeds Rs 400. This provision does not, however, 
apply in the case of interest paid by banking companies'and 
co-operativebanks (including co-operative land mortgage 
banks and co-operative land development banks) or interest 
paid by co-operative societies to other co-operati>e societies 
as also to interest on deposits made under certain schemes 
approved by the central government. As mentioned in 
Paragraph 21, relating to Clause 17 of the Bill, deposits with 
a co-operative society made by a member of the society are 
being included in the categories of financial assets income 
from which enjoys exemption from income- tax up to 
Rs 3,000. In the context of this change, the rele¬ 
vant provision in the Income-tax Act is being amend¬ 
ed so as to provide that income-tax will not be 
deductible at source from interest paid on deposits with 
a co-operative society made by a member of the society. 
Thisamcndment is being made effective from 1.4.1971. 

60. Exk mption frem tax of certain in canes of the residents 
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of Ladakh .—Under an existing provision in the Income- 
tax Act, income accruing or arising to any resident of Ladakh 
district from any source in that district or outside India 
was completely exempt from income-tax upto and inclu¬ 
ding the assessment year 1969-70. The exemption was 
available only in the case of persons, other than govern¬ 
ment servants, who were resident in Ladakh district in the 
previous year relevant to the assessment year 1962-63. This 
concession was allowed in view of the position that the resi¬ 
dents of Ladakh had suffered hardship and their trade had 
been adversely affected as a result of the Chinese aggression 
and it was necessary to allow them time to rehabilitate them¬ 
selves. The strategic importance of the area was also kept 
in view in this connection. Since these considerations conti¬ 
nue to be valid even now, it is proposed to revive the exemp¬ 
tion from tax which was available in such cases up to and 
including the assessment year 1969-70, fora further period 
of five years, i.e. for the assessment years 1970-71 to 1974-75. 

61. The existing provision in the Income-tax Act was 
not applicable to government servants. Under another pro¬ 
vision in the Income-tax Act, members of Scheduled Tribes 
residing in specified areas in the north-eastern part of India 
are exempt from tax in respect of income arising to them in 
such areas and also in respect of income by way of dividends 
or interest on securities, whether arising within or outside 
such areas. Originally, this provision was not applicable 
in the case of government servants. The exclusion of go¬ 
vernment servants from the purview of the exemption was, 
however, held by the Supreme Court to be unconstitutional 
and, accordingly, the provision has since been modified 
through the Taxation Laws (Amendment) Act, 1970, so as 
to extend the tax concession to government servants as well. 
For similar reasons, it is now proposed to extend the tax 
concession available in the case of the generality of tax¬ 
payers in Ladakh district, to government servants who were 
resident there during 1961-62. This is being made available 
with retrospective effect from the assessment year 1962-63. 

Restrictions on Business Expenses 

62. With a view to imposing restraints on business ex¬ 
penses so as to reduce income disparities, a provision is 
being made in the Income-tax Act placing certain ceiling 
limits on the deductible amount of expenditure that may be 
incurred by a taxpayer on payment of salary to any employee 
or a former employee or in providing any perquisites etc. 
to any such employee. Under the new provision, expendi¬ 
ture incurred by a taxpayer on payment of salary to an em¬ 
ployee will not be allowed as a deduction in computing the 
taxable profits to the extent it exceeds an amount calculated 
at the rate of Rs 5,000 for each month qr part thereof comp¬ 
rised in the period of employment of the employee in India 
during the relevant year. Similarly, expenditure incurred 
by the assessee on payment of salary to a former employee, 
i.e., an individual who ceases or ceased to be the employee 
of the assessee during the previous year or any earlier previous 
year, will not be allowed as deduction in computing the tax¬ 
able profits to the extent it exceeds Rs 60,000 for the year. 
For this purpose, ‘salary’ is being defined broadly on the lines 
of the provision in section 17 of the Income-tax Act, subject 
to certain modifications. The expression “salary” will 
include wages; any annuity or pension; any gratuity; any 
fees, or commission; profits in lieu of or in addition to any 
salary or wages; any advance of salary; and the annual accre¬ 
tion to the balance at the credit of an employee participating 
in a recognised provident fund to the extent it is chargeable 
to tax. In this context, the expression “profits in lieu of 
salary” will have the same meaning as in Section 17 (3) of 
the Income-tax Act, and will, therefore, include any compen¬ 
sation paid by the taxpayer to an employee or a former em¬ 
ployee in connection with the termination of his employ¬ 
ment or modification of the terms and conditions relating 


thereto. The term “salary” will, however, not include per¬ 
quisites and the sums transferred from the account of the 
employee in an unrecognised provident fund to a recognised 
provident fund. 

63. Under an existing provision in the Income-tax Act, 
any expenditure which results directly or indirectly in the 
provision of any benefit or amenity or perquisite to an em¬ 
ployee or any expenditure or allowance in respect of any 
assets of the taxpayer used by such employee cither wholly 
or partly for his own purposes or benefit, is not allowed as 
deduction in computing the taxable profits of the business or 
profession to the extent the aggregate of such expenditure 
or allowance exceeds one-fifth of the salary payable to the 
employee or an amount calculated at the rate of Rs 1,000 
for each month or part thereof comprised in the period of 
his employment during the relevant account year, whichever 
is less. TTiis provision is being modified in certain respects. 
Under the provision as proposed to be modified, the aggre¬ 
gate of expenditure incurred by a taxpayer in providing any 
perquisites, whether convertible into money or not, to an em¬ 
ployee and the amount of expenditure or allowance (such as 
depreciation allowance) in respect of assets of the tax-payer 
used by the employee for his own purposes or benefit, will 
not be allowed as deduction, in computing the profits of a 
business or profession, to the extent it exceeds 20% of the 
amount of salary payable or an amount calculated at the 
rate of Rs 1,000 for each month or part thereof comprised 
in the period of employment of the employee in India dur¬ 
ing the relevant account year, whichever is less. For this 
purpose, the expression “perquisite” is being defined to 
mean: (i) the value of rent-free accommodation provided to 
the employee by the taxpayer; (ii) the value of any concession 
in the matter of rent respecting any accommodation provided 
to the employee by the taxpayer; (iii) the value of any bene- 
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ABMEL’s role in 

the nation’s economy 



India's defence network and operations depend 
on specialised requirements. ABM EL help to meet 
all these vital needs by supplying a wide range 
of batteries for military vehicles, aircrafts, signalling 
and radio communication. 


In Agriculture 



Today, tractors are doing the work of ploughing, 
sowing and reaping at speed, covering many 
more acres in a single day. Batteries manufactured 
by ABM EL provide the power to give India's 
farming a tremendous boost. 


In Transport and 
Communications 



In a developing economy, transport and communi 
cations play a vital role. ABMEL not only make 
batteries that start the drive in ail forms of 
transport but also provide specialised batteries to 
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more, in power stations and sub-stations ABMEL 
manufactured batteries are a trusted standby. 


And above all, in EXPORTS 



ABMEL are the undisputed leaders in battery exports. The proof is 
in the consistent repeat orders from more and more countries all over 
the world. Twenty-four countries now insist on the unbeatable quality of 
batteries and components from ABMEL—and the list is multiplying. 


ABMEL makers of £xt&e 


ASSOCIATED BATTERY MAKERS (EASTERN) LIMITED 


T 


CHC-IISS 












June 11, 1971 


SPECIAL BUDGET NUMBER 


1085 


fit or amenity granted or provided free of cost or at con¬ 
cessional rate to the employee by the taxpayer; (iv) any 
sum paid by the employer in respect of any obligation which 
but for payment by the taxpayer would have been payable 
by the employee e.g., provision of educational facilities for 
the employee’s children, reimbursement of employee’s club 
bills, hotel bills etc. by the taxpayer; (v) any sum paid by 
the taxpayer, whether directly or through a fund other than 
a recognised provident fund or an approved superannuation 
fund, to effect an assurance on the life of the employee or to 
effect a contract for an annuity. 

64. It is being specifically provided that the following 
items will not be taken into account in computing the ex¬ 
penditure or allowance that will not be deductible under the 
new provisions set forth in Paragraphs 62 and 63: 

(i) the value of any travel concession or assistance 
granted by the taxpayer to an employee who is a 
citizen of India (and his spouse and children) in 
connection with his proceeding to any place 
in India, whether on leave or after retirement 
from service, to the extent the amount thereof 
does not exceed the value of the travel concession 
or assistance which would have been received by 
the employee if he had proceeded to his home dist¬ 
rict in India; 

(The value of such travel concession or assis¬ 
tance is already exempt from tax under an 
existing provision in the Income-tax Act) 

(ii) passage moneys or the value of any free or con¬ 
cessional passage granted by the taxpayer to an 
employee who is not a citizen of India (and his 
spouse and children) in connection with his pro¬ 


ceeding to his home country out of India, whether 
on leave or on retirement from service; 

(Such passage moneys and the value of such 
free or concessional passage is already exempt 
from tax under another provision in the In¬ 
come-tax Act.) 

(iii) the employer’s contributions to the employee’s 
account in any recognised provident fund or an 
approved superannuation fund or for the emp¬ 
loyee’s benefit to an approved gratuity fund; 

(iv) where the taxpayer is a company, expenditure in¬ 
curred by it for the purpose of promoting family 
planning amongst its employees. 

65. The ceiling limit over the deductible amount of ex¬ 
penditure in respect of salary and perquisites etc., now 
proposed, will, however, not be applicable in the following 
cases: 

(i) payments to an employee in respect of any period 
of his employment outside India; 

(ii) payments to a foreign technician who is entitled 
to exemption from tax on his remuneration under 
Section 10 (6)(vii) or Section 10(6)(viia) of the 
Income-tax Act; and 

(iii) payments to any employee whose income charge¬ 
able under the head “salaries” docs not exceed Rs 
7,500 per annum. 

66. In order to prevent any circumventing of the new 
restrictions set forth in the preceding paragraphs by con- 
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Export is a 
game of skill 



In 1970. we found customers in 63 
countries and increased our export earnings 
by more than 9% over our record perfor¬ 
mance in 1969. With a vigorous export 
promotion drive, we expanded existing 
markets and developed new ones for our 
wide range of tyres and industrial products. 

We are the only manufacturers in 
India to develop a range of cycle tyres for 
the sophisticated American and West 
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verting ‘contracts of service’ into ‘contracts for services’, 
it is being provided that expenditure incurred by a taxpayer in 
payment of fees for services rendered by a person who at any 
time during the 24 months immediately preceding the rele¬ 
vant accounting year was his employee, will not be allowed 
as a deduction in computing the taxable profits of the tax¬ 
payer to the extent it exceeds Rs 60,000 in a year. In a 
case where the assessee also incurs in relation to such per¬ 
son, any expenditure on payment of salary (i.e. pension etc.), 
the deduction in respect of the expenditure on payment of 
fees and that on payment of salary will be limited to Rs 
60,000 in the aggregate. 

67. Under another provision in the Income-tax Act, 
expenditure incurred by a company on the provision of any 
remuneration or benefit or amenity to a director or a person 
who has a substantial interest in the company or to a relative 
of the director or of such person, and the expenditure or 
allowance in respect of any assets of the company which are 
used by such persons for their own purposes or benefit, is 
not allowable as a deduction to the extent such expenditure 
or allowance is, in the opinion of the Income-tax Officer, ex¬ 
cessive or unreasonable. This provision is being amended 
in order t.) secure that such expenditure or allowance will 
be further subjected to an over-all ceiling limit of Rs 72,000 
in a year, in respect of any one director or a person who has 
a substantial interest in the company or a relative of the di¬ 
rector or such person. 

68. A consequential amendment is also being made in 
the relevant provision of the Income-tax Act relating to 
amounts which,are not deductible in computing the income 
of the taxpayer under the head “income from other sources”. 

69. The provisions set forth in Paragraphs 62 to 68 are 
being made effective from 1.4.1972 and will accordingly 
apply to the assessment year 1972-73 in relation to current 
incomes ofthe financial year 1971-72 or other accounting year 
corresponding to it. 

Rationalisation Measures 

70. Definition of "company".—Vor purposes of the in¬ 
come-tax Act, the term “company” is defined to mean: (i) 
any Indian company, or (ii) any association, whether incor¬ 
porated or not and whether Indian or non-Indian, which is 
declared by a general or special order of the Central Board 
of Direct Taxes to be a company for purposes of the /V'-t. This 
power to declare any association to be a “company” lor tax 
purposes has been made use of for several years past with a 
view to conferring the status of a “cpmpany” on foreign 
companies as also on entities which are not otherwise within 
the scope of that concept. Such declaration is given by the 
Board, ordinarily, in the case of any entity which possesses 
the ordinary characteristics of a company limited by shares 
which is a legal person according to the laws of the country 
in which it is incorporated. Besides declaring companies 
registered in foreign countries to be“companies” for purpo¬ 
ses of taxation in India, statutory corporations established 
by a central, provincial or state enactment, such as road 
transport corporations, air transport corporations etc., 
have been declared to be companies. Foreign corporations 
in which the capital is held wholly or partly by a foreign 
government have also been declared as “companies” for 
the purposes of income-tax, where such corporations are 
legal entities separate from the government and are capable 
of holding property independently and of suing and being 
sued according to the laws of that country. The provision 
has also been used on a few occasions to confer the status of 
company on bodies such as chambers of commerce, clubs, 
etc. even though these bodies do not possess the ordinary 
characteristics of a company limited by shares. The declara¬ 


tion under this provision has been given in some cases with 
restrospective effect to cover past years as well. Such 
retrospective declaration was given for special reasons such 
as that the application for the declaration was delayed for 
some reason or the other; or that the entity had already paid 
on its income for any past year on years at the progressive 
rates of tax applicable to non-corporate taxpayers when the 
taxable income for those years was comparatively low but 
sought a declaration as a “company”, when the taxable in¬ 
come rose to higher ranges, so as to take advantage ofthe 
flat rate applicable to companies as this would be more fa¬ 
vourable to it. In the latter type of cases, the declaration 
u'as made operative retrospectively to cover years in which 
the income had been taxed at lower rates on the considera¬ 
tion that if the taxpayer wanted the benefit ofthe flat rate 
applicable to companies for the later years, it should agree 
to pay tax at the same rates for earlier years as well. 


71. The requirement that a foreign company could be 
treated as a company for purposes of the Income-tax Act 
only if it has been declared as a company by the Board gene¬ 
rates unnecessary work. Further, giving retrospective effect 
to declarations made in the case of foreign companies or 
other non-corporate entities is not strictly in accordance 
with the provisions ofthe law. In order to place the existing 
practice, that has been followed over the last many years, 
on a statutory footing, and to reduce the number of cases in 
which declaration as a company has to be given by the Board, 
it is proposed to amend the definition of “company” for pur¬ 
poses of the Income-tax Act. Under the proposed defini¬ 
tion, the term “company” will include, besides any Indian 
company, any body corporate incorporated by or under the 
laws of any country outside India. The term will also in¬ 
clude any institute, association or body which is or was 
assessable or was assessed under the Indian Income-tax 
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Act,1922 or the Income-tax Act, 1961 as a compan> for any 
assessment year up to and including the assessment year 
1970-71. Further, as under the existing definition, the 
Central Board of Duect Taxes will have the power to de¬ 
clare, by general or special order, that any institution, asso¬ 
ciation or body, whether incorporated or not and whether 
Indian or non-Indian, will be treated as a company for pur¬ 
poses of the Income-tax Act. This power of the Board is 
now being specifically made exercisable even in relation to 
past assessment years (whether commencing before, on or 
after 1.4.1972) and the declaration will have effect for any 
assessment year or years specified therein. 

72. Definition of "Indian ccmpany —The definition of 
the term “Indian company" in the relevant provision of the 
Income-tax Act presently covers only those companies which 
are formed and registered under the Companies Act, 1956 
or the law relating to companies formerly in force in any part 
of India including Jammu & Kashmir or in the union terri¬ 
tories of Dadra and Nagar Haveli. Goa, Daman and Diu 
and Pondicherry. It does not cover statutory corporations 
which, as stated in Paragraph 70, have to seek a declaration 
to be a company for purposes of taxation. Such a declara¬ 
tion does not, however, confer the status of “Indian com¬ 
pany” on such statutory corporations. Even under the pro¬ 
vision now proposed to be made in the income-tax Act as 
discussed in Paragraphs 70 and 71, a statutory corporation 
established in India will not come within the definition of 
“Indiancompany". Apart from this, statutory corporations 
by their very nature, do not often have a share capital as 
such and hence such a corporation is not in a position to 
qualify for being treated as a ‘domestic company’ i.e. an 
Indian company or a company which has made the presc¬ 
ribed arrangements for the declaration and payment of 
dividends within India. This position sometimes results in 
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COURSE THE GREEN ONE! 

Under strict supervision of agricultural scientists, 
NSC grows, grades, selects, packs, certifies. .and now 
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unintended difficulties both as regards the rates of tax appli¬ 
cable to the company’s income and also its eligibility to some 
of the tax concessions, such as the export markets develop¬ 
ment allowance, which are available only to domestic comp- 
panics. It is accordingly proposed to amend the definition 
of ‘Indian company’ so as to cover statutory corporations 
established in India as also any institution, association or 
body which is declared by the Board to be a company and 
which has its principal office in India. 

73. Def inition of "a company in which the public are sub¬ 
stantially interested .”—The Income-tax Act makes a distinc¬ 
tion in tax treatment as between a domestic company in 
which the public arc substantially interested and a closely- 
held domestic company (i.e. a domestic company in which 
the public are not substantially interested). Closely-held 
companies are required (subject to certain exceptions) 
to distribute dividends upto the statutory percentage of 
their distributable income failing which they are liable to 
pay additional income-tax with reference to their undistri¬ 
buted profits. Closely-held companies are (subject to 
certain exception ) also liable to income-tax on their 
income at rates which are higher than the rates applicable 
in the case of widely-held domestic companies. 

t 

74. A company is treated, for purposes of income-tax, 
as a “company in which the public are substantially interes¬ 
ted” only if it satisfies the various tests laid down in the 
definition of the term in the Income-tax Act. Broadly 
speaking the aim of these tests is to decide whether there 
is wide public participation in the ownership of the shares 
in, and control over the affairs of, the company. Entities 
like chambers of commerce, clubs, etc. which are declar¬ 
ed to be ‘companies by the Board under the relevant provis¬ 
ions of the Income-tax Act, are essentially non-profit- 
making concerns and in the absence of a share capital, in 
the ordinary sense of the term, it is not practicable to apply 
to such entities the tests of a “company in which the public 
are substantially interested”. The same difficulty arises 
with regard to the companies limited by guarantee. 

75. In order to obviate the difficulties pointed out above, 
it is proposed to amend the definition of a “company in 
which the public are substantially interested” in order to 
provide that a company which is registered under Section 25 
of the Companies Act (i.e. a company having for its object 
the promotion of commerce, art, science, religion, charity or 
any other useful object and which prohibits payment of 
dividends to its members) will be regarded as a company in 
which the public are substantially interested without the ap¬ 
plication of the various tests as to the composition of the 
ownership and control of the company. Further, in order to 
extend the benefit to entities which are not registered as co¬ 
mpanies but are declared to be companies for tax purposes 
and to companies limited by guarantee which are not regis¬ 
tered under Section 25, it is proposed to vest powers in the 
Central Board of Direct Taxes to direct that such entities or 
companies shall be treated as companies in which the public 
are substantially interested. Such direction will be made by 
the Board having regard to the objects of the company, 
the nature and composition of its membership and other 
relevant considerations. The Board will be empowered to 
issue such direction even in respect of a past year and 
the direction will have effect for the assessment year or 
years specified therein. 

76. The amendments set forth in Paragraphs 70 to 75 
will take effect from 1.4.1971. 

77. Provisions relating to computation of a partner's 
share in the income of a firm and the tax payable by him 
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MANY FACES OF HM 



HM appeared in the market 
with the first Indian Car It 
soon became the most popu¬ 
lar and dependable car in the 
country. Now, three out of 
every five cars on the roan 
are from HM 

While HM continues to make 
the largest number of cars, 
its production range of motor 
vehicles now covers trucks, 
buses, driveaway chassis 
for various commercial uses. 
Further diversification 
has brought in excavators, 
earth-moving equipment and 
heavy duty cranes. Forgings 
and structural work have also 
been undertaken in its Heavy 
Engineering Division. HM pro¬ 
ducts find ready acceptance 
amongst transport operators, 
contractors and builders both 
at home and abroad. 

Through diversification, HM 
has accelerated the country's 
industrial growth and helped 
to provide direct and indirect 
empfoyment to thousands of 
people. 
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where an unregistered firm ts mannas a registered firm.—A 
partnership firm enjoys a concessional tax treatment if it 
is ‘‘registered” for purposes of the Income-tax Act. While 
in the case of an unregistered firm, income-tax is payable 
Jon the total income of the firm at the progressive rates of 
tax applicable in the case of individuals, Hindu undivided 
families, associations of persons etc., a registered firm pays 
taxon its incomeat low rates and the partners of the firm are 
chargeable to tax in respect of their share in the profits of the 
firm. Under an existing provision in the Income-tax Act, 
the Income-tax Officer is required to assess an unregistered 
firm as a registered firm and charge tax on the firm as well 
as its partners on that footing if such a course is more fa¬ 
vourable to revenue. Prior to the assessment year 1971-72, 
m a case where an unregistered firm was treated as a regis¬ 
tered firm, the firm was not required to pay income-tax on 
its income at the rates applicable in the case of a registered 
linn and only the partners were required to pav tax on their 
share in the profits of the firm. As a result of an amend¬ 
ment made in the relevant provision of the Income-tax Act 
through the Taxation Laws (Amendment) Act, 1970, this 
position has, however, been changed and now an unregis¬ 
tered firm which is assessed as a registered firm has to pa> 

* ax at the rates applicable in the case of registered linns and 
the partners of such a firm arc charged to tax in respect of 
llieir share in the profits of the firm. 

78. At present, any interest, salary, commission or other 
remuneration paid by the firm to its partners is included m 
the total income of the firm, but in determining the share of 
the individual partners in the income of the firm, these sums 
are excluded from the firm's total income. Further, where 
the firm is a registered firm, the tax, if any, payable b\ 
the firm on its total income is also deducted from 
its total income and the balance apportioned amongst the 


partners according to their profit-sharing ratios. The 
salary, interest, commission or other remuneration paid to a 
partner is then added to the amount falling to his share us 
aforesaid and the resultant amount is treated as his share in 
the income of the firm. This provision secures that the 
partner of a registered firm is not subjected to tax in respect 
of his share in the lax paid b\ the registered Him. 

79. As pointed out in Paragraph 77, an unregistered firm 
which is assessed as a registered firm under the special pro¬ 
vision in this behalf will now be liable to the tax leviable on 
registered firms. It is accordingly proposed to amend the 
provision in the Income-tax Act relating to the computa¬ 
tion of a partner’s share in the income of a linn in order to 
pros ide that in computing the partner’s share in a case where 
an unregistered firm is assessed as a registered firm, the tax 
pav able b\ the firm on its total income will he allowed as a 
deduction. This provision will place an unregistered firm 
which is assessed as a registered linn, anti its partners, on a 
par with a registered firm and its partners m the matter of 
income-tax. 

80. Under another piovi.sion in the Income-tax Act, in 
a case where a tax-payer is a partner in an unregistered linn, 
no income-tax. is pavuble In him in respect of any portion 
of this share in the profits of the firm on which inconic- 
lax is pavuble by the firm. Now that an unregistered firm 
which is assessed as a registered liim under the special pro¬ 
vision icferred to in the preceding paragraphs will be liable 
to the tax leviable on rcgisteied linns, the relevant provision 
in the Income-tax Act is being amended m oidcr to secure 
that in the ease of a partner of an unregistered firm which is 
treated as a registered firm, the partner will be liable to pav 
income tax on his share in the profits of the firm. 

81. I he piovisions set forth in Paragraphs 79 and 80 will 
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take effect from 1.4.1971 and will accordingly apply in rela¬ 
tion to assessments for the assessment year 1971-72 and sub¬ 
sequent years. 

82. Concessional taxation of inter-corporate dividends 
Under the provisions of the Income-tax Act, inter-corporate 
dividends, i.c. dividends received bv a company (whether 
Indian or foreign) on its holding of shares in a domestic 
company are subjected to tax on a concessional basis. This 
is brought about by allowing a deduction of a specified per¬ 
centage of the dividends in computing the taxable income of 
the company receiving the dividends, and taxing the remain¬ 
der at the rate of tax applicable to the ordinary income of the 
company. The deduction presently is— 

(a) in respect of dividends received by a domestic com¬ 
pany from any other domestic company, 60% of 
such dividends; 

(b) in respect of dividends received by a foreign com¬ 
pany from a domestic company,- - 

(i) where the company paying the dividend js a 
closcly-held Indian company mainly engaged in 
a priority industry, 80% of the dividends; 

(ii) in any other case, 65% of the dividends. 

As a result of this deduction, the effective fate of taxation the 
dividends works out to 22% (55% to 40%) in the ease of a 
widely-held domestic company which is liable to tax on its 
income at the rate of 55%; and 26% (65% of 40in the 
case of a closely-held domestic company, which is not an 
industrial company, where the rate of tax on the ordinary 
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income is 65%. In the case of a foreign company, the effec¬ 
tive incidence of tax on dividends received by it from a 
closely-held Iudiap company mainly engaged in a priority 
industry works out to 14% (70% of 20%), and, in respect 
of dividends received by it from any other domestic com¬ 
pany, the effective rale of tax worxs out to 24.5% (70% 
of 35%). 

83. Tile special concessional tale of 14% in respect of 
dividends received by a foreign company from a closely- 
held Indian company mainly engaged in a priority industry 
was provided in the context of tne higher rate of tax appli¬ 
cable to the ordinary income of a closcly-licki domestic com¬ 
pany, which reduces the amount available for distribution of 
dividends. However, in view of the circumstances that 
closely-held domestic companies which arc engaged in in¬ 
dustrial activities arc now subjected to tax on the first Rs 
10 lakhs of their income at the same rate as is applicable to 
widely-held domestic companies, i.c. 55%, and even on the 
balance of the income, a closcly-held domestic company en¬ 
gaged in industrial activities is subjected to tax at 60% which 
is less than the rate of lax applicable to other closely-held 
domestic companies, it is proposed to discontinue tlu: 
special concessional rate of tax allowed to foreign companies 
in respect of dividends received by them on their investment s 
in the shares of closely-held Indian companies engaged in 
priority industries. Accordingly, the quantum of tiled v- 
duction in respect of such dividends in computing t he taxable 
income of the foreign company is being reduced from 80% 
to 65% so as to briug it in line w Mh the quantum*of the de¬ 
duction allowed in respect of dividends received by a foreign 
company from domestic companies generally. As a result 
of this change, the effective incidence of tax on dividends re¬ 
ceived by a foreign company from any domestic company will, 
henceforth, he 24 5%. This amendment will come into 
effect from 1.4.1972 and will accordingly apply for the assess¬ 
ment year 1972-73 and subsequent years. 

84. Bur on registration of transjer oj imnmable property 
tn a case where taxation liabilities remain unsatisfied. - 
Section 230A of the Income-tax Act provides that a document 
of transfer of immovable property (other than agricultural 
land) valued at more than Rs 50,000 shall not be registered 
unless a certificate is obtained from the Income-tax Officer 
to the effect that the transferor has paid, or made satislactory 
provision for payment of all existing tax liabilities under the 
Income-tax Act, Wealth-tax Act, Gift-tax Act and other db 
rect taxes laws, or that the registration of the document will 
not prejudicially affect the recovery of any such liability. 
With a view to making this provision more effective in achiev¬ 
ing the purpose for which it is intended and removing cer¬ 
tain practical difficulties in its operation, it is proposed to 
make certain modifications therein as explained below: ~ 

(i) it is proposed to widen the scope of the section to 
cover transfers of agricultural land valued at more 
than Rs 50,000. 

(Agricultural laud is liable to wealth-tax and transfers 
of agricultural land are liable to gift-tax. Capital 
gains arising from transfer of agricultural land situa¬ 
ted in urban areas are liable to income-tax. Apart 
from these considerations, agricultural land is liable 
to be attached and sold lor recovery of income-tax 
arrears. Hence, it is necessary to bring transfers of 
agricutural land within the scope of the restriction 
on registration in cases where taxation liabilities re¬ 
main unsatisfied.) 

(b) The provision is being extended to cover existing 
liabilities under the Companies (Profit) Surtax Act, 
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a drastic reduction in fores! 


Air-lndia offers heavy reductions under our 
(Affinity Group Travel Scheme. For many sectors, 
the reduction amounts to over R$. 2000/-. 

t What is an affinity group? 

It is an association that has been in existence 
for 6 months prior to travel with a common 
objective or activity other than travel. In case of 
travel to the Americas the association must be 
of at least two years standing. 

Examples: Educational institutions like schools 
or colleges of Arts, Mu$»c. Science, Engineering, 
Medicine, Catering; professional groups like 
associations of lawyers, physicians, surgeons, 
pathologists, teachers, artists; clubs like Lions 


and the Rotary Club, sports associations, gym¬ 
khanas, choirs, dramatic and musical groups etc* 1 
Minimum requirements: 

If you are a member of any of the above affinity 
groups for a minimum period of 6 months prior 
to travel you may be entitled to the reduction. 
You have to travel together throughout your 
journey and your group should not be smaller 
than 15 persons. .j 

Besides the large reduction under our Affinity 
Group Scheme, Air-lndia gives you that extra 
something, if you haven't been abroad in the 
past 3 years. 
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4189 
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2339 

1638 

SYDNEY ... 

7015 

4910 

6441 

4509 

7015 

4910 

- 6354 

4448 

TOKYO ... 

5912 

4139 

5206 

3645 

5604 

3923 

5427 

3799 


j for full details and a fist of other 
j Station; to which these fares apply, 
l post this coupon to any of our 
[§6 offices located closest to you 
©rywt havel Agent 

hum 


,-;n 

| I Kindly send me your free literature on the Affinity Group Travel Scheme. # | 

{ Na ™ ; .-.I 

I Member of:..... . .f I 

I Addr.se:.......* | 

__ : _ __ EE 











June 11, 1971 


SPECIAL BUDGET NUMBER 


1095 


1964 as also the Super Profits Tax Act, 1963 which 
preceded it. 

(c) It is proposed to empower the Central Board of Di¬ 
rect Taxes to exempt, by notification in the Official 
Gazette, any institution, association or body or any 
class of institutions, associations or bodies from the 
requirement of obtaining a tax clearance certificate 
under this provision. 

(This power is being conferred on the Board so as 
to obviate practical difficulties in the case of institu¬ 
tions such as, banks, Life Insurance Corporation, 
etc. which advance moneys in a large number of 
cases on the mortgage of immovable property and 
have to release the property from the mortgage when 
the debt has been discharged by the borrower. The 
requirement of a tax clearance certificate in such 
cases throws an avoidable administrative burden on 
the institution concerned and also on the Income-tax 
Department, without any significant advantage to 
the revenue. Under the proposed provision, the 
Board will be required to record the reasons for 
exempting any institution etc. from the requirement 
of obtaining a tax clearance certificate) 

85. The proposed amendments to section 230A will take 
effect from MO-1971. 

86. Dividends paid by a company out of its profits and 
gains which afe assessed to agricultural income-tax levied by 
any state government .—Section 235 of the Income-tax Act 
presently provides for the grant of relief to shareholders of a 
company on that part of the dividend on their shares which 


is attributable to the paying company’s agricultural income 
which has been subjected to agricultural income-tax under 
a state law. The quantum of the relief is the proportionate 
amount of the agricultural income-tax borne by the company 
on its profits, but limited to the amount of central income- 
tax payable by the shareholder, on that part of the dividend 
which is attributable to the profits of the company assessed 
to agricultural income-tax. In the case of a shareholder 
other than a company, the relief is further limited to an 
amount calculated at 27.5% on that portion of the dividend 
which is attributable to the profits of the companv assessed 
to agricultural income-tax. 

87. The provision referred to in the preceding paragraph 
is contrary to the concept underlying the present scheme of 
taxation of companies and their shareholders, under Vhich 
no part of the central income-tax borne by the company on 
its income is considered as having been paid on behalf of the 
shareholders. So far as the shareholder is concerned, the pro¬ 
ximate source of the dividend is the investment in the shares 
and not the profits of the company. In these circumstances, 
it is anomalous to grant relief to shareholders in respect of the 
agricultural income-tax borne by a company on its profits. 
The provision in Section 235 is accordingly proposed to be 
omitted from the Income-tax Act. This omission will take 
effect from 1-4-1972 and the relief will, therefore, cease to be 
available to shareholders from the assessment year 1972-73. 

Streamlining of Recovery Work 

88. The Income-tax Act contains a self-contained code 
for recovery of tax and other dues under that Act. Where 
a taxpayer is in default in payment of tax, the Income-tax 
Officer forwards to the Tax Recovery Officer’ a certificate 


AN OPEN INVITATION TO INDUSTRIAL ENTREPRENEURS 

Why you should prefer Andhra Pradesh? 


Because you have : 


(a) State Government's support for obtaining industrial licences; 

(b) Good plots on industrial development areas; 

(c) Water supply at concessional rates; 

(d) Concessional tariff to power intensive industries; 

(<>) No Octroi; 

(/) Generous financial assistance; 

(g) Joint venture schemes and 

(//) Preferential treatment in Government purchase programmes. 


Rich in mineral resources, liberal incentives, and Golden opportunities, Andhra Pradesh 
invites entrepreneurs to take time by the forelock and start rewarding industries. 

Many are the incentives to new industries viz., 

(a) Sales tax relief; 

( b ) Water royalties; 

(c) Non-agricultural assessment; 

(i d ) Subsidy on power consumed; 

(e) Special incentives for select areas; 

(/) Subsidised rentals for shcds/plots on industrial estates. 


A high power committee for speedy disposal of cases with the Chief Secretary to Government 
as Chairman and the Director of Industries as mcmber-Secretary ensures speedy assistance to entre¬ 
preneurs in obtaining the necessary facilities Enterprises involving investment of over Rs. 5 crorcs 
get larger incentives. 

ANDHRA PRADESH OPENS A NEW VISTA FOR ENTREPRENEURS 

Issued by the Department of Information , Public Relations and Tourism 
Government of Andhra Pradesh, Hyderabad. 





1096 


EASTERN ECONOMIST 


June 11, 1971 


specifying the amount of arrears due from the taxpayer and 
thereupon the Tax Recovery Officer proceeds to recover from 
the taxpayer the amount specified therein by one or more 
of the modes mentioned below: — 

1. Attachment and sale of the tuxpajer's movable pro¬ 
perty. 

2. Attachment and sale of the ta\pa\cr's immovable 
property. 

3. Arrest of the taxpayer and his detention in prison. 

4. Appointment of a receiver for the management of the 

taxpayer's movable and immovable properties. 

For this purpose, “Tax Recovery Officer” has been defined 
in the Income-tax Act to mean: (i) a Collector or an Addi¬ 
tional Collector; fii) any ofiicer of a state government who 
exercises the powers to effect recovery of arrears of land reve¬ 
nue etc. under the relevant state law, if such officer is autho¬ 
rised to exercise the powers of a Tax Recovery Officer; and 
(iii) any ga/etted officer of the central or state government 
authorised by the central government to exercise the po¬ 
wers of a Tax Recovery Officer. Although the existing defi¬ 
nition includes the stale government officers referred to 
above, in actual practice, the work of tax recovery has al¬ 
ready been taken over by the gazetted officers of the central 
government, who are generally Income-tax Officers, and the 
present position is that except in relation to a few districts, 
the work has entirely been taken over by the Income-tax 
Department. 

89. In the course of effecting recoveries of taxes, the Tax 
Recovery Off'cer is required to pass various orders relating 
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to attachment and sale of properties or appointment of re¬ 
ceivers etc. At present, the appeals againt such orders lie 
to certain ‘tate government officials. Where the T.R.O. 
is a Collector or an Additional Collector or a gazetted officer 
of the central or state government, including an Income- 
tax Officer, who is authorised by the central government 
to exercise the functions as such, the appeal generally lies 
to the Revenue Commissioner having jurisdiction over the 
district concerned. Where, however, the Tax Recovery 
Officer is a state government officer other than a Collector 
or an Additional Collector, the appeal lies to the revenue 
authority to which an appeal or application for revision 
would ordinarily lie if the order passed by the officer were 
an order under a law' relating to land revenue or other public 
demands of the state concerned. In practical terms, this 
means that where the Tax Recovery Officer is a Tehsildar or 
a Mamlatdar, an appeal against his order in certain states 
lies to the Collector of the district. 

90. In view of the position that the tax recovery work 
has been taken over practically in its entirety by officers of 
the Income-tax Department, it is proposed to amend the rele¬ 
vant provisions in the Income-tax Act in order to provide 
that an appeal from an original order passed by a Tax Re¬ 
covery Officer, not being an order which is conclusive, would* 
lie to a senior officer of the Income-tax Department who 
would be designated as the Tax Recovery Commissioner. A 
new provision is accordingly being made in the definition 
clause in the Income-tax Act to define the Tax Recovery 
Commissioner as a Commissioner or an Assistant Com¬ 
missioner of Income-tax who may be authorised by the cent¬ 
ral government, by general or special notification in the 
official gazette, to exercise the powers of a Tax Recovery 
Commissioner. Under the new provision, an appeal from an 
original order passed by a Tax Recovery Officer, being 
any gazetted officer of the central government or state 
government who has been authorised by the central 
government under Section 2 (44) (iii) of the Income-tax 
Act to exercise the powers of a Tax Recovery Officer under the 
Second Schedule to the Income-tax Act, will hereafter lie to the 
Tax Recovery Commissioner instead of the revenue authority 
to which appeals ordinarily lie against the orders of a Collec¬ 
tor under the law relating to land revenue of the state con¬ 
cerned. Appeals against the orders passed before the date of 
appointment of a Tax Recovery Commissioner in respect of 
any area, by any Tax Recovery Officer (including state 
revenue officers) will also lie to the Tax Recovery Commis¬ 
sioner and not to the appellate authority of the state govern¬ 
ment. Further, as a transitional measure, it is being pro¬ 
vided that the appeals pending with the state government 
authorities on the date of appointment of a Tax Recovery 
Commissioner in respect of any area wherein the work of re¬ 
covery of tax has been taken over by Tax Recovery Officers 
of the central government, will stand transferred to 
the Tax Recovery Commissioner exercising jurisdiction 
over that area. 

91. Apart from attending to the appellate work, the TJax 
Recovery Commissioners will be placed in over-all administ¬ 
rative charge of the tax recovery work in their respective 
jurisdictions. Further, in order to enable the Tax Recovery 
Commissioners to perform their new functions effectively, 
it is proposed to make certain ancillary provisions in the 
Second Schedule to the Income-tax Act. These ancillary 
provisions are as follows:— 

(i) Tax Recovery Commissioners will, in the discharge 
of their functions, be deemed to be acting judicially 
within the meaning of Judicial Officers' Protection 
Act, 1850. 

(ii) Every Tax Recovery Commissioner shall have the 
powers of a civil court while trying a suit for the 
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the purpose of receiving evidence, administering oaths, 
enforcing attendance of witnesses and compelling 
production of documents. 

(iii) Tax Recovery Commissioners will have the power to 
review the orders passed by them under the Second 
Schedule to the Income-tax Act for the purpose of rec¬ 
tifying any mistake apparent from the record. 

92. The power of the Board to make rules for regulating 
the procedure to be followed by Tax Recovery Officers etc. 
is being enlarged in order to enable the Board to define the 
areas within which the Tax Recovery Commissioners may 
exercise jurisdiction. 

93. The amendments set forth in Paragraphs 88 to 92 
will take efl'ect from 1-1-1972. 

V. Proposed Amendments to the Wealth Tax Act, 1957. 

94. Increase in the rates of ordinary Wealth-tax in the 
case of individuals and Hindu undivided families. —Under the 
existing provisions of the Wealth-tax Act, the rales of ordi¬ 
nary wealth-tax in the case of individuals and Hindu un¬ 
divided families range from 1 % in the first slab of taxable net 
wealth (after an initial exemption of Rs 1,00,000 in the case 
of individuals and Rs 2,00,000 in the case of Hindu 
undivided families. The Bill proposes to make certain 
modifications in these rates with a view to increasing the 
yield of revenue and to increase the incidence of tax on wealth 
in higher slabs. Under the proposed rate schedule, wealth- 
tax will be chargeable on every rupee of the net wealth where 
the net wealth exceeds the exemption limit of Rs 1,00,000 in 
the case of an individual or Rs 2,00,000 in the case of a Hindu 
undivided family. Accordingly, wealth-tax will be charge¬ 
able on the first slab of Rs 5,00,000 of the net wealth at the 
rate of 1 %. The rates of wealth-tax in the next two slabs, 
i.e. from Rs 5,00,001—10,00,000 and Rs 10,00,001—15,00,000 
will continue at the existing rates of 2 % and 3 %, respectively. 
On net wealth in the slab over Rs 15,00,000, the rate of 
ordinary wealth-tax proposed in the Bill is 8'^, as 


against 4% in the slab Rs 15,00,001—20,00,000 and 5<V 
on net wealth over Rs 20,00,000 under the exist¬ 
ing Jaw. As already stated, no wealth-tax will be 
payable in a case where the net wealth does not exceed Rs 
1,00,000 in the case of an individual or Rs 2,00,000 in the 
case of a Hindu undivided family. Further, where the net 
wealth exceeds the exemption limit of Rs 1,00,000 or Rs 
2,00,000, as the case may be, by a small margin, the wealth- 
tax payable will be the lower of: -(a) tax at the rate of 1 % 
on the amount of the net wealth; or (b) an amount equal to 
10%;of the amount by which the net wealth exceeds the exem¬ 
ption limit. This is illustrated in the following table:— 

INDIVIDUAL 


Net Wealth 

Wealth-tax at l%of 
the net wealth 

Wealth-tax at 10®„ 
of the excess over 
Rs 1,00,000 

1 

2 

3 

Rs 1,00,000 

Nil 

Nil 

Rs 1,10,000 

1,100 

1,000 

Rs 1,11,000 

1,110 

1,100 

Rs 1,11,100 

1,111 

1,110 

Rs 1,11,200 

1,112 

1,120 


It will be observed from the above table that up to a net 
wealth of Rs 1,11,100, the amount calculated under the mar¬ 
ginal provision as explained above (col. 3) is lower than the 
amount arrived at by applying the rate of 1 % to (he whole of 
the net wealth (col. 2). On the other hand, when the net 
wealth amounts to Rs 1,11,200, wealth-tax at the rate of 1 o ; 
of the entire wealth is lower than that calculated by applying 
the marginal provision. Hence, in the case of an individual, 
the marginal provision ceases to be applicable from this level 
upward. In the case of a Hindu undivided family, there will be 
a similar margin immediately above Rs 2,00,000, in which 
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the tax calculated at 10% of the excess of the net wealth over 
Rs 2,00,000 will be less than that calculated at the rate of 
1 % on the entire net wealth. 

95- The rates of additional wealth-tax on lands and 
buildings situated in urban areas continue without change. 
The increases in the rates of ordinary wealth-tax as explain¬ 
ed in the preceding paragraph will come into effect from 
1-4-1972 and will accordingly apply for the assessment 
year 1972-73 and subsequent years. A consequential 
amendment is also being made to Section 18 of the Wealth- 
tax Act relating to penalties for failure to furnish wealth- 
tax return and for other defaults. 

96. Aggregation of assets belonging to the spouse or 
minor child of an individual with the net wealth of the indivi¬ 
dual. —Under the existing provisions in Section 4 of the 
Wealth-tax Act, assets held by the spouse or minor child 
of an individual are required to be included in computing 
the net wealth of the individual in certain cases. This 
provision presently applies to cases where such assets have 
been transferred by the individual (a) to the spouse, other¬ 
wise than for adequate consideration or in connection with 
an agreement to live apart; or (b) to a minor child (not 
being a married daughter), otherwise than for adequate 
consideration; or (c) to any person or association of persons, 
otherwise than for adequate consideration, for the imme¬ 
diate or deferred benefit of the individual himself, his or her 
spouse or minor child (not being a married daughter) or 
both; or (d) to a person or association of persons otherwise 
than under an irrevocable transfer. Transfers made in 
these cases prior to 1st April, J 956 arc outside the scope of 
this provision. Transfer of assets in regard to which gift- 
tax is chargeable, or which are specifically exempt from the 
charge of gift-tax under Section 5 of the Gift-tax Act, for the 


I What will you do when you sell k 

this harvest? I 

I wflf deposit Rs-SOO in the a 

State Bank of Mysore... 1 

...To provide for Dcvappa’s education...Uma's I 

marriage. To save for my future needs on the farm. B 
One can never tell. B 

Saving is man's best friend. Helps you in need...And B 
earns interest! B 


For a more prosperous tomorrow for the family, I save 
today — with the State Bank of Mysore, of course! 



assessment year 1964-65 or any subsequent assessmenty ear, 
arc also outside the scope of this provision. This latter 
provision was introduced in the Wealth-tax Act in the con¬ 
text of the increases made under the Finance Act, 1964 
in the rates of gift-tax. As the rates of gift tax presently 
applicable on gifts up to Rs 20,00,000 arc considerably 
lower than those prevailing under the Finance Act of 1964 
and the incidence of wealth-tax has also substantially in¬ 
creased, it is proposed to amend the relevant provisions 
in the Wealth-tax Act so as to restore the position which 
obtained prior to 1964-65. Accordingly, the Bill provides 
that the value of assets transferred by an individual in the 
circumstances detailed earlier, after the end of the previous 
year under the Gift-tax Act relevant to fhe assessment 
year 1971-72, will be includible in the net wealth of the indi¬ 
vidual making the transfer. The present provision exluding 
from aggregation assets comprised in a transfer in respect 
of which gift-lax was chargeable under the Gift-lax Act, 
or which is specifically exempt from charge of gift-tax 
under Section 5 of that Act, will apply only in relation to 
transfers in respect of which gift-tax is chargeable or which 
are specifically exempt from gift-tax for the assessment 
year 1964-65 to 1971-72 (both inclusive). Assets which 
are the subject of a transfer in respect of which gift-tax is* 
chargeable during the assessment year 1972-73 or in any 
later year will, nevertheless, be aggregated with the net wealth 
of the individual making the transfer. 

97. Conversion of separate property oj an individual into a 
Hindu joint family property. —The provision in the Wealth-tax 
Act for the aggregation of assets transferred by an individual 
to or for the benefit of the spouse or minor child in certain 
circumstances, as explained in (lie preceding paragraph, 
has so far not been applicable in relation to transfer of assets 
made through the medium of a Hindu undivided family. 
This is in view of the position that, according to the courts, 
the conversion of the separate property of an individual 
into joint Hindu family property , by impressing such separate 
property with the character of property belonging to the 
family or throwing it into the common stock of the family, 
does not amount to a transfer of such property even where 
the converted property is subsequently partitioned amongst 
the members of the joint family resulting in passing of the 
property to the spouse or minor children. With a view 
to closing this loophole for the avoidance or reduction of 
tax liability through the device of converting separate pro¬ 
perty of an individual into joint Hindu family property, 
the Bill seeks to make a new provision in the Wealth-tax 
Act to cover such cases. Under the proposed provision, 
in a case where an individual converts his separate property 
into joint family property of the Hindu undivided family 
of which he is a member, by impressing such property with 
the character of the joint family property or by throwing 
such property into the common stock of the Hindu undivided 
family, be will be deemed to have transferred the converted 
property through the family to the members of the family 
for being held by them jointly. The share in the converted 
property in so far as it is attributable to the interest of the 
individual, his spouse or minor children (other than married 
daughters) will be included in the net wealth of the individual. 
Further, in the event of a partial or total partition in the 
Hindu undivided family, the shares allotted to the spouse 
or minor children in the converted property will also be 
similarly included in the net wealth of the individual. 

98. This amendment will take effect from 1-4-1972 
and will accordingly be applicable for the assessment year 
1972-73 and subsequent assessment years. However, the 
provision will apply in relation to conversions of separate 
property into joint Hindu family property effected after 
31-12-1969, which is the date specified for the purpose in 
the corresponding provision in Section 64 of the Income-tax 
Act relating to aggregation of income from such converted 
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property with the income of the individual making the con¬ 
version is so far as the income is attributable to the indi¬ 
vidual’s own share in the property of the family or to the 
shares of his spouse or any minor son in the property of the 
family. 

99. Tax treatment of members of co-operative housing 
societies. —Co-operative housing societies are becoming 
increasingly popular amongst members of the middle and 
upper middle classes as these enable them to pool their 
resources and build houses or flats in mult-storeyed build¬ 
ings, often with aid of loans from state governments, state 
housing boards and other financing bodies. Co-operative 
house building societies fall broadly into two classes, namely 
(a) those in which the houses of flats legally belong to the 
members themselves, the society being only a means to secure 
the land, the necessary financial resources by way of loan or 
otherwise, arranging for the construction and attending 
to the maintenance of the houses or flats,' and (b) societies 
in which the building belongs to the society itself and not 
to individual members to whom the house or flat is merely 
allotted or leased for use. While in the former type 
of societies, the houses or flats are, for wealth-tax purposes, 
treated as belonging to the members themselves, in the latter 
type of societies, the members cannot legally be regarded 
as owning the houses or flats and their right vis-a-vis the 
society is only to the extent of the value of the shares held 
by them in the society, which would consitute movable 
property for purposes of wealth-lax. This places members 
of the second-mentioned type of co-operative societies at a 
disadvantage , 9 s compared to members of the first-mentioned 
type of societies, inasmuch as they will not be eligible for 
the exemption in Section 5(1 )(iv) of the Wealth-tax Act 
in respect of their residential houses up to a value of Rs 
1 , 00 , 000 . 

100. With a \ iew to removing this disparity between 


members of co-operative housing societies, the Bill seeks to 
make a provision to the effect that a member of a co-operation 
housing society to whom a building or part thereof is allotted 
or leased under a house building scheme of the society 
will be regarded as the owner of that building or part for 
purposes of wealth tax. It is also being provided that in 
determining the value of such building or part for purposes 
of inclusion in the net wealth, the value oi any outstanding 
instalments of the amount payable by the member of the 
society to the society towards the cost of such building 
or part (including the land appurtenant thereto) under the 
house building scheme of the society will be deducted as 
a debt owed by him in relation to such building or part. 
Accordingly, the value of the house or flat for wealth-tax pur¬ 
poses will be taken to be the dilference between the market 
value of the flat if it were free from any encumberande and 
the discounted value of outstanding instalments of the 
amount payable by him to the society towards the cost of 
the building of flat. As the member will be considered as 
the owner of such house or flat, he will also become entitled 
to the exemption in respect of residential house up to the 
value of Rs 1,00,000 in the computation of his net wealth. 

101. As a corollary to the provision explained in the 
preceding paragraph, it is also being provided that the 
amount paid by the member to the society as his share in 
the cost of construction of the building, which is generally 
held in the books of the society as a deposit by such member, 
will not again be included in his net wealth as this is already 
covered by the net value of the house or flat. 

102. These amendments will come into elfcct from 
1-4-1972 and will accordingly apply for the assessment year 
1972-73 and subsequent years 

103. Withdrawal of some of the present exemptions 
from Wealth-tax . Section 5(1) of the Wealth-tax Act pro- 
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vidcs exemptions from wealth-tux in respect of certain assets 
by excluding these in the computation of the net wealth. 
One of these exemptions, which is contained in Clause (viii) 
of Section 5(1), is in respect of— 

“furniture, household utensils, wearing apparel, pro¬ 
visions and other articles intended for the personal or 
household use of the assessee”. 

Another item of exemption (which was provided prior to 
1-4-1963) was in respect of 

“jewellery belonging to the assessee, subject to a maxi¬ 
mum of Rs 25,000 in value” 

In the case of Commissioner of Wealth-tax vs. Mrs Arun- 
dhati Balakrishna, the Supreme Court held that the expres¬ 
sion “other articles intended for the personal or household 
use of the assessce” in Section (5)(l)(viii) included jewellery 
which is held by the asscssee lor her personal or household 
use. The Court further held that the exemption of jewel¬ 
lery up to Rs 25,000 in value under Section 5(l)(xv), as 
it existed prior to 1-4-1963, operated in respect of jewellery 
other than that held for personal or household use of the 
assessee. The interpretation placed by the Supreme Court 
on the provisions in Clauses (viii) and (xv)of Section 5(1) 
revealed that these clauses did not bring out correctly the 
intention underlying them, namely, that up to 1962-63, 
jewellery should be exempt from wealth-tax only up to a 
value of Rs 25,000 and from 1963-64 onwards, when the 
specific exemption in Section 5(l)(xv) was omitted from 
the Act, jewellery should not at all qualify for exemption 
from wealth-tax. 

104. With a view to bringing out this intention clearly 
and implementing the purpose underlying the withdrawal 
of exemption from jewellery altogether from wealth-tax from 
1963-64, it is proposed to amend Clause (viii) of Section 5(1) 
of the Wealth-tax Act retrospectively from 1-4-1963 so as 
to exclude jewellery altogether from the purview of that 
clause. Further, the term “jewellery” is being given an 
extended meaning prospectively so as to include — 

(i) ornaments made of gold, silver, platinum, or any 
other precious metal or any alloy containing one 
or more of such precious metals, whether or not 
containing any precious or semi-precious stone 
and whether or not worked or sewn into any wearing 
apparel; and 

(ii) precious or semi-precious stones, whether or not 
set in any furniture, utensil or other article or worked 


or sewn into any wearing apparel. 

It is also proposed to restrict the operation of the exemption 
in Clause (viii) prospectively in respect of the following 
assets : 

(a) Furniture, utensils and other articles which, though 
held for personal or household use of the assessee, 
are made of or contain (whether by way of embed¬ 
ding, covering or otherwise,) gold, silver, platinum 
or any other precious metal or any alloy containing 
one or more of such precious metals, will be ex¬ 
cluded altogether from the purview of the exemption. 

0 

(b) Motor cars and other mechanically propelled 
vehicles, aircraft and boats will hereafter be exempt 
up to an aggregate value of Rs 25,000 only. 

105. The exclusion of jewellery from the purview of the 
exception will be operative retrospectively from the assess¬ 
ment year 1963-64. The extended meaning of the term 
“jewellery” as stated in the preceding paragraph, as also the 
exclusion of furniture, utensils and other articles referred 
to in item (a) and the limitation of the exemption in respect 
of conveyances to Rs 25,000, as stated in item (b), will * 
become effective from 1-4-1972, i.o. for the assessment year 
1972-73 and subsequent assessment years. 

106. Shares in new industrial companies. —Clause (xx) 
of Section 5(1) exempts from wealth-tax the vallieof shares 
held by the assessee in any company established with the 
object of carrying on an industrial undertaking in India, 
where such shares form part of the initial issue of equity 
share capital made by the company after 31-3-1964. The 
exemption is available for a period of 5 years commencing 
with the assessment year next following the date on which 
such company commences the operations for which it has 
been established. In the context of the improved climate 
for new equity issues of industrial companies, it is now 
proposed to withdraw this exemption in respect of shares 
forming part of an initial issue of equity share capital made 
after 31-5-1971. Such shares will, however, be included 
in the categories of investments which are exempt from 
wealth-tax up to the aggregate value of Rs 1,50,000 under 
the provision introduced last year. In respect of shares 
issued up to 31st May, 1971, the exemption will continue 
to be available as at present, without any ceiling limit. 

107. Financial assets qualifying for exemption from 
Wealth-tax .—Under a provision introduced by the Finance 
Act, 1970, exemption from wealth-tax is available in respect 
of the investments in specified financial assets up to an aggre- 
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gate value of Rs 1,50,000. The categories of investments 
qualifying for this exemption comprise— 

(a) Government securities, including small savings 
securities of the central government. 

(b) Fixed deposits with the central government as 
also in post offices on government account, and 
Recurring and Time Deposits in post offices. 

(c) Shares in Indian companies. 

(d) Notified debentures. 

(e) Units in the Unit Trust of India. 

(f) Deposits with banking companies, including co¬ 
operative banks, land mortgage banks and land 
development banks. 

(g) Deposits with approved financial corporations 
engaged in providing long-term finance for industrial 
development in India. 

It is now proposed to enlarge this list so as to include (i) 
shares in a co-operative society, and (ii) deposits made by 
a member of a co-operative society with the society (other 
than deposits made with a co-operative housing society by 
a member of the society to whom a building or part thereof 
is allotted or leased under a house building scheme of the 
society, which are proposed to be exempted from wealth-tax 
without any limit, to the extent such deposits have been 
made under the house building scheme of the society). 
Accordingly, in computing the exemption from wealth-tax 
up to Rs 1,50.000, these assets will also be taken into account. 

108. The exemption in respect of investments in speci¬ 
fied financial assets as explained in the preceding paragraph 
is presently available also to a discretionary trust which is 
chargeable to tax on its net wealth at the flat rale of U% 
or at the rates applicable in the case of an individual, which¬ 
ever is higher. As this is not in consonance with the inten¬ 
tion underlying the provision made last year for the taxation 
of discretionary trusts in this manner, it is now proposed to 
withdraw the exemption in respect of these items of financial 
assets in computing the net wealth of a discretionary trust. 
However, it is being specifically provided that the exemption 
in respect of these assets will continue to be available in 
the case of discretionary trusts referred to in the proviso to 
Section 21(4), that is to say 

(i) a testamentary trust; 

(ii) a non-testamentary trust created before 1-3-1970 
bona fide for the benefit of the relatives of the settlor 
or members of the Hindu undivided family which 
created the trust, where such relatives or members 
were mainly dependent on the settlor for their sup¬ 
port and maintenance; 

(iii) provident funds, superannuation funds, gratuity 
funds, pension funds and other funds created bona 
fide by a person carrying on a business or profession 
exclusively for the benefit of persons employed in 
such business or profession. 

109, The enlargement of the scope of financial assets 
qualifying for exemption from wealth-tax so as to include 
shares in co-operative societies and deposits by members 
with a co-operative society, as also the withdrawal of the ex¬ 
emption in respect of these assets in the case of discretionary 
trusts which are chargeable to tax at the flat rate of U% 


or at the rates applicable in the case of an individual, which¬ 
ever is higher, will all become effective from 1-4-1972, /. e. 
for the assessment year 1972-73 and subsequent assessment 
years. 

110. Recovery of wealth-tax arrears.— Under Section 
32 of the Wealth-tax Act, the provisions of the Income-tax 
Act relating to recovery of arrears of income-tax are made 
applicable also for the purpose of recovery of arrears of 
wealth-tax and sums imposed by way of a penalty, fine 
and interest. In the context of the amendments proposed 
to be made in the Income-tax Act so as to vest in Tax Re¬ 
covery Commissioners appellate jurisdiction over orders 
of Tax Recovery Officers, a consequential amendment is 
proposed to be made in the Wealth-tax Act so as to confer 
on Tax Recovery Commissioners jurisdiction over appeals 
against orders of Tax Recovery Officers in proceedings for 
recovery of wealth-tax also. This amendment will take 
effect from 1-1-1972 from which dale the relevant amend¬ 
ment to the Income-tax Act will become effective. 

VI. Proposed Amendments to Gift-tax Act 1958 

111. Con version of self-acquired property by an individual 
into property belonging to the Hindu undivided family of 
which he is a member. Under the Gift-tax Act, 1958, gift- 
tax is levied for every assessment year in respect of gifts 
made by a person during the previous year, i.e. the financial 
year immediately preceding the relevant assessment year 
or any other corresponding accounting year. The term 
“gift’' is defined to mean the transfer by one person to 
another of any existing movable or immovable property 
made voluntarily and without consideration in money or 
money's worth and to include the transfer of any property 
deemed to be a gift under Section 4 of that Act. Although 
the expression "‘transfer of property" has also been given 
an extended meaning so as to cover certain transactions which 
would not ordinarily be comprised within that term, it was 
held by the Supreme Court in the case of Goli Easwariah 
V. Commissioner of Gift-tax. Andhra Pradesh that the act 
of conversion of separate property by a coparcener of a 
Hindu undivided family into property belonging to the 
family did not fall within the normal or even the extended 
meaning of the term “transfer of property" under the Gift- 
tax Act and hence such an act of conversion of separate pro¬ 
perty into Hindu undivided family property did not attract 
liability to gift-tax. 

112. With a view to closing this loophole for avoidance 
of gift-tax liability by using the device of converting self- 
acquired property into Hindu undivided family property, 
it is now proposed to make a suitable amendment to the 
relevant provision in the Gift-tax Act for the purpose. 
Under the amendment, it is being provided that where a 
member of a Hindu undivided family converts his separate 
property into joint family property, he shall be deemed to 
have made a gift, in favour of the family, of so much of that 
property as the other members of the family would be en¬ 
titled to if a partition of the converted property had taken 
place immediately after such conversion. The definition 
of the term “gift" is also being modified so as to include in 
it the tranfer or conversion of any property referred to in 
Section 4, deemed to be a gift under that section. These 
amendments will take effect from Ist April, 1972 and will 
accordingly apply for the assessment year 1972-73 and 
subsequent years. 

113. Exemption of gijts made by charitable or religious 
institutions or funds. —Section 45 of the Gift-tax Act ex¬ 
cludes from the purview of that Act, inter alia , any gifts 
made by an institution or fund the income whereof is exempt 
from income-tax under Section 11 of the Income-tax Act. 
Under certain amendments made through the Finance 
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Act, 1970 to the provisions of Sections 11 and 13 of the 
Income-tax Act, charitable or religious institutions or fund9 
may not qualify for exemption from income-tax on the 
whole or a part of their income in certain circumstances. 
Some of these circumstances arc (a) where the institution 
or fund fails to apply its income to charitable or religious 
purposes within the same year or within three months 
immediately following that year; and (b) where the insti¬ 
tution or fund makes investments in a concern in which 
the founder of the institution or fund and his relatives have 
a substantial interest and the investment does not exceed 
5% of the capital of such concern. As it is not the intention 
that gifts made by a charitable institution or fund which 
would comprise the application of its income to the charitable 
or religious purposes of the institution or fund} should 
be brought within the purview of liability to gift-tax in these 
circumstances, it is now proposed to make a clarificatory 
amendment in Section 45 of the Gift-tax Act to bring out this 
intention. Under the amendment, it is being provided that 
a charitable institution or fund will not forfeit the exemption 
from gift-tax in respect of gifts made by it merely because - 
(a) subsequent to the gift, any income of the institution or 
fund becomes chargeable to income-tax due to non-com¬ 
pliance with any of the provisions of Section 11 of the 
Income-tax Act relating to the application of income during 
the accounting year itself; or (b) the institution or fund 
forfeits exemption in respect of a part of its income which 
arises from investments made in a concern in which the 
founder of the institution or fund or his relatives have a 
substantial interest, where the aggregate of the funds invested 
by the institution or fund in such a concern does not exceed 
5% of the capital of that concern. This amendment is 
being made retrospectively from 1st April, 1971 and will 
accordingly apply for the assessment year 1971-72 and sub¬ 
sequent years. 

114. Recovery of arrears of gift-tax .—Section 33 of the 


Gift-fax Act applies for purposes of gift-tax the provisions 
of the Tncome-tax Act relating to recovery of arrears of 
income-tax. In the context of the amendment being made 
in the Income-tax Act so as to vest in Tax Recovery Com¬ 
missioners jurisdiction to hear appeals against orders of 
Tax Recovery Officers, a consequential amendment is being 
made in the Gift-tax Act to vest such jurisdiction in respect 
of orders passed by Tax Recovery Officers in the course of 
recovery proceedings relating to gift-tax as well. This 
amendment will take effect from 1-1-1972 from which date 
the amendment to the Income-tax Act will also become 
effective. 

115. Drafting amendment to Section 5(1) of the Gift-tax 
Act. — Section 5(1) of the Gift-tax Act relating to exemption 
in respect of certain gifts exempts, inter alia , gifts made to 
an institution or fund established for a charitable purpose, 
as also gifts made to any temple, mosque, gurdwara, church 
or other place of worship which has been notified by the 
central government for the purpose of the exemption 
under the Income-tax Act in respect of donations made for 
the repair or renovation of such places. These provisions 
in Section 5(1) of the Gift-tax Act presently refer to Section 
88 of the Income-tax Act. As Section 88 of the Income-tax 
Act has been replaced with effect from 1-4-1968, by Sectidq 
80G, it is now proposed to make a drafting amendment to 
Section 5(1) of the Gift-tax Act so as to refer to the provis¬ 
ion in Section 80G of the Income-tax Act. These amend¬ 
ments are being made retrospectively from 1-4-1968. 

VII. Proposed Amendments to the Companies (Profits) 
Surtax Act 

116. Rates of Surtax .—Under the provisions of the 
Companies (Profits) Surtax Act, 1964, surtax is leviable on 
so much of the chargeable profits of a company as exceed 
the statutory deduction, at the rate or rates specified in the 
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Third Schedule to that Act. The term ‘‘statutory deduction*’ 
is defined to mean an amount equal to 10% of the capital 
of the company as computed in accordance with the prov¬ 
isions of the Second Schedule or an amount of Rs 2.00,000, 
whichever is greater. The rate of tax presently leviable is 
25%. 

117. It is now proposed to levy surtax in two slabs 
on the amount by which the taxable profits exceed the amount 
of the statutory deduction at the following rates 

(i) On the amount of such excess up to 5% of 
the amount of capital as computed in 
accordance with the Second Schedule .. 25% 

(li) On the balance of such excess .. 30% 

This amendment will conic into force with effect from 
1-4-1972 and will accordingly apply for the assessment year 
1972-73 and subsequent years. 

118. Recovery of arrears of surtax. —Section 18 of the 
Companies (Profits) Surtax Act applies for purposes of surtax 
certain provisions of the Income-tax Act, including the 
provisions relating to recovery of arrears of income-tax. 
In the context of the amendments proposed to be made in 
the Income-tax Act so as to vest in Tax Recovery Com¬ 
missioners jurisdiction to hear appeals against the orders 
of Tax Recovery Officers, it is proposed to make a conse¬ 
quential amendment to Section 18 of the Surtax Act so as 
to vest such jurisdiction in respect of appeals in proceedings 
relating to recovery of surtax as well. This amendment 
will take effect from 1-1-1972 from which date the corres¬ 
ponding amendments to the Income-tax Act also come into 
effect. 

VIII. Miscellaneous Provisions 

119. Deposit Insurance Corporation. —The Deposit In¬ 
surance Corporation was set up under the Deposit Insurance 
Corporation Act, 1961 and came into existence on 1-1-1962. 
Under Section 30 of that Act, the Corporation was exempted 
from taxation on its income for an initial period of 5 years 
covering its profits up to 31-12-1966. This period was 
extended by 5 years, /. e. to cover profits of the Corporation 
up to 31-12-1971, by an amendment of Section 30 of that 
Act through the Finance (No. 2) Act, 1967. 

120. The Corporation has now embarked on an ambi¬ 
tious scheme of extending the coverage of insurance to the 
co-operative banking sector and also extending such coverage 
to a higher quantum of individual deposits than formerly. 
With a view to enabling the Corporation to build up its 
reserve funds to an adequate extent and also gain experience 
of the additional risks involved in extending its activities, 
as stated above, it is proposed to continue the exemption 
from taxation of the Corporation on its income for a further 
period of 5 years. This will cover the profits of the Corpora¬ 
tion up to 31-12-1976. 

121. Housing and Urban Development Finance Cor - 
poration Private Ltd. —The Housing and Urban Development 
Finance Corporation Private Ltd is registered as a company 
under the Companies Act and is wholly owiled by the 
government. The primary objective of the Corporation 
is to provide finances to state housing boards, etc. for 
accelerating housing and urban development programmes. 
The Corporation will concentrate, progressively, on the 
financing of programmes intended for housing the weaker 
sections of the community and will thus meet a pressing 
social need. With a view to enabling the Corporation to 
perform these functions effectively and to build up its 
resources, it is proposed to make an independent provision 


in the Finance (No. 2) Bill, 1971 so as to exempt from 
income-tax and surtax the income of the Corporation for 
a 10-year period covering the assessment years 1971-72 
to 1980-81 (both inclusive). 

122. Repeal of the provision in Section 2 of the Finance 
Act 0/1971 relating to rates of Income-tax. —As the provisions 
in the Bill relating to rates of income-tax seek to replace 
the corresponding provisions in the earlier Finance Act of 
1971 with retrospective effect from April J, 1971, Section 
2 of the Finance Act, 1971 is proposed to be repealed. 


CUSTOMS 

The proposals include :— 

(a) modification in the rates of basic customs duty on 
various imported articles as a measure of simpli¬ 
fication and rationalisation of the rate structure; 

(b) fixing of suitable rates of basic customs duty on 
certain articles released from bindings under the 
General Agreement on Tariffs and Trade secure^ 
by offer of fresh bindings of a much lower order. * 

2. (a) Status quo is, however, being maintained in 
respect of the following items, among others:— 

(i) All articles which were already liable to a 
duty of 100 per cent ad valorem or higher; 

(ii) Articles on which the rates of duty are 
bound under the General Agreement on 
Tariffs and Trade; 

(iii) Articles subject to protective duties; 

(iv) Sulphur; 

(v) Fertilizers and pesticides; 

(vi) Raw cotton and raw jute; 

(vii) Raw cashew nuts; 

(viii) Rapeseeds; 

(ix) Soya bean oil; 

(x) Newsprint; 

(xi) Raw hides and skins; 

(xii) Family planning accessories; and 

(xiii) Educational and research material. 

(b) The rate of duty on all items of machinery (includ¬ 
ing those for projects) and certain other articles 
whose rates of duty are related to the machinery 
rate has been fixed at 30 per cent ad valorem. 

3. The overall gain in revenue as a result of these 
changes after adjustment of the loss as a result of the fixation 
of the rate at 30 per cent ad valorem referred to in 2(b), 
is estimated at Rs 6,000 lakhs. 

4. Details of the increases in duty where the additional 
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revenue is expected to be Rs 100 lakhs or more during a full 
year arc given in Table l. 

5. Additional revenue amounting to Rs 400 lakhs is also 
expected from additional duties (countervailing duties) on 
imported goods corresponding to increascs/levies of central 
excise duties. Details of these are given in Table II. 

6. There will thus be a net increase in customs revenue 


of Rs 6400 lakhs for a full year made up as under:— 

Rs lakhs 

Gain due to increase in basic import duties (-f) 6740 
Gain due to increase in additional duties (coun¬ 
tervailing duties) (-|-) 400 

Loss due to reduction in basic import duties (—) 740 


Net gain Total (+) 6400 


Tabu. 1 


SI. 

Item No. in the 

bi ,ef dosctipl v>u of goods 

1* re sent cfectiw 

Proposed elfectixe Additional revenue 

No. 

Import Schedule 

j ate o«' dut> 

rate of Jut\ expected (4 _ ) or loss 


to the Indian 



likely to be in¬ 


TarilV Act 



curred (—) per an¬ 
num (Rs lakhs) 


(0 

(3) 

(3) 

(4) 

(5) 

56) 


1. 

46(21 

Wool law and woo! tops 

Nil 

40% 

(+) 

78 X 


46 ((>) 

Staple fibre excluding varn 

25% 

100% 

(+) 

561 

J m 

63 and h- 

Iron and Steel material 

275% 

30% 

( + ) 

706 


items 


(1 .\% in lew case*) 

(Steel tin olutes and ' 







tinned sheets 40%) 



4. 

64(2) 

Uopoer. unwrougbt 

Nil 

•70% 

(+) 

1485 

s. 

67 (3) 

Lead ingots pigs and ><jap 

Nil 

40% 

(+) 

320 

6. 

68(1) 

Zinc, an wrought 

Nil 

40% 

(+) 

380 

7. 

72 

Agricultural tractor and part* 

Nil 

30% 

(*H 

450 

8. 

72A 

Machiner} required for initial sei 

i. 

1 *- - > 0 

30% 

(+) 

300 



ling up of projects or for sub¬ 







stantia! expansion of existing 







projects 





9. 

75 (9), (10), 

Motor \ elude pan* 

60% (Standard), 

100% (Standard). 

('!") 

660 


(ID, (12) etc. 


525% (UK) 

921% (UK) 



10. 

Various 

Others 

Generali) 27i%. 

40%, «)%. 100% 

H-) 

1090 




35%, 50% and 60% 





Total additional revenue in it full year 

Loss on account of reduction in dut\ on machinei) ] (- ) 720 

in general and certain other article* from 35% to y 
30%. J 

Loss on account ol new GATT concessions | ( ) 11 

Net additioal revenue in a full >ear 1 


(+) 6740 

( )740 
(—) 6000 


Tabi.e U 


Serial 

No. 

Item(s) in the Import, Schedule to the 
Indian TnriiF Act 

Brief description of goods 

Addi t i ona 1 revenuc expcc ted 
(44 per annum (Rs lakhs) 

(0 

(2) 

(3) 

(4) 

1. 

27(6) 

Motor Spirit 

<+) ioo 

2. 

72 

Agricultural tractors 

(-(- ) 200 

3. 

Various 

Others 

(+> ioo 



TOTAL 

(+) 400 
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CENTRAL EXCISE 


s. 

No. 

Tariff hem 

No. 

Commodity 

Unit 

Rate of duty 
(Basic^ 

Estimated addi. 
revenue in one 
full year 

Existing 

Proposed 

I 

2 

3 

4 

5 

6 

7 







(Rs lakhs). 



A— Changes Proposed by Bill 




1 . 

IE 

Glucose and dextrose 

Ihe tariiT description js proposed to be amended 

12 




to include * 

‘preparation" also. 

* 

2. 

IF 

Maida (produced in ro]- 

Kilogram 


10 paisc 

1092 



ler Hour mills) 

This new levy has been proposed 

l as a reven uc mea- 





sure. The centre’s share of the revenue realisa- 





tion will be 

utilised to meet the cost of the pro- 





gramme for children's health and nutrition. 


3. 

6 

Motor spirit 

Kilolitre 

Rs 720.00 

Rs 920.00 

4825 



Effective rates of duty 







(i) Motor spirit 

Kilolitre 

Rs720.00 

Rs 920.00 

d # 

4320 



( 11 ) Certain special boil¬ 

Kilolitre 

Rs 45 00 

Rs 845.00 

505 


* 

ing point spirits 




— 







4825 


4. 


HA 


6 . 


1 IB 

11C 


Petroleum products not 
otherwise specified. 

(1) Mineral turpentine 
oil 


(2) Liquefied petroleum 
gas (L.P.G.) 

(3) Others 


Compounded lubricating 
oils and greases 

Calcined petroleum coke 


While the increase in duly on motor spirit is a 
revenue measure, the increase in duty on certain 
boiling point spirits is to ensure parity in the sell¬ 
ing price of such spirits with that of motor spirit 
so that incentive for using such S.B.P. spirits for 
adulteration of motor spirit to avoid the higher 
duty incidence is taken a wav. 


20% ad valorem 20% ad valorem 
plus Rs 100.00 
per metric tonne. 

20%' ad valorem Rs 250.00 per 
metric tonne. 

20% ad valorem 20% ad valorem 
1 he increase in (h is to take away the incentive for 
adulteration of kerosene with mineral turpentine 
oil. The increase in (2) is a revenue measure. 
There is no change in the rate of duty against (3). 

.. 20% ad valorem 


.. 20 % ad valorem 

These new levies have been proposed as a revenue 
measure. 


110 


900 

40 


7. 


14AA 


Chemicals namely— 

n I 

2) < As existing 

3) I 

4) Bicarbonate of soda 

5) Bichromates of pota¬ 
ssium or sodium 


10% ad valorem 
10% ad valorem 


65 


6) Hydrogen peroxide 

7) Potassium permanga¬ 
nate. 


10% ad valorem 
10% ad valorem 

The new items at S. No. 4 to 7 above are proposed to 
be levied to excise duty as a revenue measure. 
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TECALAN 

nylon tubing and 
high pressure hose 

for durability—easy installation—flexibility 


In all HydraaiiC'Futl*Uibrkanti-au>Oii«ffliealt-Coetanti- Rtfrignante-Air ConiMCttoiM tie. 



FOR FLUID PRESSURES—opto 360 kg. pw 
cm. working pressure. 

TEMPERATURE RANGE — TECALAN withstand 
° continuous use from - 40 degrees C to 100 
degrees C and intermittent use upto 120 degrees C 

Tocalan High Pressure Hose is durable, light, 
extra-strong and compact with maximum 
chemical resistance properties—other advantages 
over conventional high pressure hose include : 
7 times longer lasting—Lower O D/I D ratio— 
Better abrasion resistance—Less resistsnce 
to flow—Continuous use over wider temperature 
singe—longer shelf life. Available upto 13 mm I.D. 

Meets performance requirements of 
8AE 40 R1 end SAE 100 R1 


FOR FLUID PRE86URE8—upto 90 kg per sq. cm. 
working pressure. 

TEMPERATURE RANGE .-for continuous use from 
- 40 degrees C to 90 degrees C and intermittent 
use upto 110 degrees C 

TECALAN NYLON TUBING '* preferred over other 
metallic and non-metallic tubing because of its 
excellent flexibility, mechanical strength, chemica* 
resistance end convenience of assembly and 
installation. Moreover, it hat proved to be a vital 
import substitution. 

Available upto 13 mm I.D. 



Our range of manufacture include: [ 

Gar age Servicing equipment* Filters, Industrial Lubrication equipment. 

v. 

_ V#* ARV 0 Budge Budge Road. Gopalpur 

Tto|gVk r I tCALErll I P-O. Serkarpool • 24 Parganss • West Bengal. 

v=^( HIND ) limited Calcutta!* Bombay. Delhi, Madras and Secunderabad* 
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THE GWALIOR RATON SILK MFG. (WTG.) CO., LTD. 


(Pulp Division) 


Birlakootam—Mavoor—Kozhikode 


saves 


enormous foreign exchange for National Development 


manufacturing Rayon-grade Dissolving Pulp out of 
bamboo, eucalyptus and wood 

Regd* Office : 

BIRLAGRAM, NAGDA (M. P.) 


Gram : ‘WOODPULP’, Calicut 


Phono: 8971-74 
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1 2 


8. 14F 


9. 15.1 


10. 15A 


11. 16A 


3 4 5 6 7 


(Rs lakhs) 

Cosmetics and toilet pre- 25% ad valorem 25% ad valorem 102 

parations. (Tariff des¬ 
cription amended to 
include lipsticks, per¬ 
fumed hair oils and 
shampoos). 

Effective rates of duty 

(i) Preparations for the 25 % ad valorem 25% ad valorem 

care of the skin, etc. 
including lipsticks. 

(ii) Preparations for the 
care of the hair— 

(a) Hair lotions, 

creams and 25% ad valorem No change 

pomades. 

(b) Perfumed hair .. 10% ad valorem 

oils. 

(c) Shampoos .. 20 % ad valorem 

Note - The existing special excise duty of 20% of 
* the basic duty continues. 

It is a revenue measure. Relief in duty has been 
provided for smaller manufacturers of lipsticks, 
perfumed hair oils and shampoos. 

Soap 162 

(produced with the 
aid of power) 

(1) Household and laun¬ 
dry soap b 5% ad valorem No change 

(2) Other sorts 9.5% ad valorem 12.5% ad valorem 

Note:- The existing special excise duty of 20% of 
basic duty continues. 

It is a revenue measure. The increase in duty will 
not affect household and laundry soap. 

2. It is also proposed to grant relief (by notification) 
in duty on soapusing specified percentage of Neem, 

Karanj, Kusumand Sal oils in manufacture, with 
a view to encourage the use of such minor oils in 
soap manufacture and to reduce the pressure on 
usage of imported tallow and oils. 

Plastics, all sorts 60 

(a) Tariff description amended to increase the basic rate of 
duty to 40 % ad valorem on— 

(i) polyurethane foam and 

(ii) articles nude of polyurethane foam. 

(b) Basic duty on rigid plastic (excluding P.V.C.) boards, sheeting, 
sheets and films raised from 20% to 25% ail valorem (by notifi¬ 
cation). 

(c) Flexible P.V.C. sheets used in the further manufacture of 
leather cloth exempted (by notification). 

Note:—Existing special excise duty of 20% of basic duty continues. 

Proposals at (a) and (b) above are revenue measures. 

(c) is a measure of relief. 

Rubber products 240 

(1) Latex foam sponge 20% ad valortm 40 % ad valorem 

(2) Unhardencd plates, 20% ad valorem 25% ad valorem 

sheets etc. of rubber 

Note—The existing special excise duty of 20% of the basic 
duty continues. 

It is a revenue measure. 
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1 

2 

3 

12. 

22C 

Linoleum 

13. 

22D 

Ready-made garments 
produced with the aid 
of power. 

14. 

22E 

Typewriter and similar 


ribbons 


15. 23A Glass and glassware— 

(1) Sheet glass and plate 
glass 

(2) Other glassware in¬ 
cluding tableware 


4 5 6 


20% ad valorem 
10% ad valorem 


.. 10% ad valorem 

These new levies are proposed as a revenue measure. 
The levy on ready-made garments will (by notifi¬ 
cation) be confined only to those which are sold 
under a brand name or a registered trade mark; 
further relief has been provided (by notification) 
for smaller manufacturers of such ready-made gar¬ 
ments. Only specified garments liable to duty. 

10 % ad valorem 15% ad valorem 

15% ad valorem 20% ad valorem 

Note -- The existing special excise duty of 20% of 
the basic duty on sheet and plate glass 
continues. 

It is a revenue measure. 


7 


(Rs lakhs) 

34 

250 


10 


250 


16. 23B 


17. 23D 


18. 27 


19, 30 B 


20. 32 


Chinaware and porce- 
lainware, all sorts 

(1) Tableware 

(2) Not otherwise speci¬ 
fied 


Mosaic tiles (produced 
with the aid of power) 


15 % ad valorem 20 % ad valorem 
10% ad valorem 20% ad valorem 

Note:— These items continue to be exempted from 
special excise duty. 

It is a revenue measure. 

10 % ad valorem 

This new levy has been proposed as a revenue mea¬ 
sure. Relief has been provided (by notification) 
for smaller manufacturers. 


Aluminium A fresh sub-item is proposed to be inserted for “con¬ 

tainers made of aluminium” for clarification and 
for removal of doubts. 

It has no revenue significance. 

Motor starters .. 10% ad valorem 

This new levy has been proposed as a revenue mea¬ 
sure. Relief has been provided (by notification) 
for smaller manufacturers of these articles. 


Electric lighting bulbs and 
Fluorescent lighting 
tubes 

(1) Vacuum and gas filled 
bulbs 

(2) Fluorescent tubes 

(3) Sodium and mercury 
vapour discharge lamps 

(4) All sorts, not other¬ 
wise specified 


11 % ad valorem 20 % ad valorem 

20% ad valorem 30% ad valorem 
6% ad valorem 10% ad valorem 

16% ad valorem 25% ad valor An 


It is a revenue measure. 

2. All types of bulbs and flourescent tubes except 
bulbs of the type commercially known as “miniature 
lamps” are proposed to be exempted from special 
excise duty. 

3. Vacuum and gas filled bulbs not exceeding 60 watts 
will continue to pay the same duty as at present 
(i.e. 11% ad valorem ). 

4. Miniature lamps will continue to pay duty at pre¬ 
sent concessional rates. 


125 


65 


75 


126 
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21. 33 


Electric fan (tariff des¬ 
cription amended to 
include industrial fans 
also). 

(2) Table, cabin etc. fans 
not exceeding 40.6 
centimetres 

(2) Industrial fans 

(3) Not otherwise speci¬ 
fied. 


(Rs lakhs) 
84 


22. 

33E 

Electricity supply meters 

23. 

34A 

Motor vehicle parts and 
accessories 

24. 

34B 

Fork lift trucks and plat¬ 
form trucks 

25. 

37B 

Cinematograph projectors 

26. 

37C 

Photographic cameras 

27. 

41 

Crown corks 

28. 

42 

Pilfer proof caps 

29. 

421 

Sparking plug 

30. 

46 

Metal containers 

31. 

49 

Rolling bearings 

32. 

50 

Welding electrodes 

33. 

51 

Coated abrasives and 
grinding wheels (pro¬ 
duced with the aid of 
power) 

34. 

52 

Bolts and nuts and screw 
(produced with the aid 
of power) 

35. 

53 

Zip or slide fasteners 

(1) complete 

(2) parts thereof 

36. 

54 

Pressure cookers 

37. 

55 

Vacuum flasks, etc. 

(1) complete 

(2) parts thereof 

38. 

56 

Playing cards 

39. 

57 

Camphor 

40. 

58 

Menthol 

41. 

59 

Electric insulation tapes 
(produced with the aid 
of power) 

12. 

60 

Adhesive tapes, not other¬ 
wise specified (produ¬ 
ced with the aid of 


No change 


— 10 % ad valorem 
8.5 °/ 0 ad valorem 10% ad valorem 

Note —The existing special excise duty of 20% of 
basic duty continues. It is a revenue measure. 

— 10 % ad valorem 

— 10 % ad valorem 

— 10 % ad valorem 

— 20% ad valorem 

— 20 % ad valorem 

These new levies have been proposed as a revenue 
measure. The levy on motor vehicle parts will for 
the present be confined (by notification) to certain 
specified items; those when intended for use as ori¬ 
ginal equipment will not have to bear this duty. 
Per piece One paisa Two paisa 

Per piece One paisa Two paise 

It is a revenue measure. 

Sparking plug 

This item is being deleted from this entry as it would 
henceforth fall under the new Tariff Item No. 34A 
and will continue to pay the same duty under the 
new item read with the relevant notification. 

The change in the tariff description is for the purpose 
of clarifying its scope and is in line with the change 
made in Tariff Item 27. 


(—)15 


10 % ad valorem 

220 

10% ad valorem 

90 

10% ad valorem 

83 

10% ad valorem 

250 


20 

20 % ad valorem 


25% ad valorem 


20 % ad valorem 

60 


44 

15% ad valorem 


20% ad valorem 


20% ad valor<m 

45 

10% ad valorem 

21 

10% ad valorem 

15 

10% ad valorem 

10 

10 % ad valorem 

15 


measure. Relief has been provided (by noti¬ 
fication) for smaller manufacturers of rolling bear¬ 
ings, welding electrodes, bolts and nuts and screws, 
zip or slide fasteners and playing cards. 
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B— ADDITIONAL EXCISE DUTY IN LIEU OF SALES TAX 


S. Tariff item 

No. . No. 

Commodity 

Rate of duty 

Unit (Basic) 

Exis'ing Proposed 

Estimated addl. 
revenue in one 
full year 

1 2 

3 

4 5 6 

7 

1. AII(2) 

Cigarettes 

25% ad valorem 15% ad valorem 

(Rs lakhs) 

3948 


Effective rates of duty 
Value per 1000 

Exceeds Does not Basic Special Additional Basic Special Additional 

exceed 




Rs 







(i) 

40 

-1 

y 125 % 



140% 

28% 

70% 

(ii) 

30 

40; 

25% 

24% 

135% 

27% 

60% 

(iii) 

25 

30 J 

1 



95% 

19% 

30% 

(iv) 

20 

10 

25 "1 

20 J 

; 80% 

16% 

15% 

90% 

18% 

25% 

(v) 

— 

10* 

42.5% 

8.5% 

5% 

60% 

12% 

10% 


♦Note —The existing limit of Rs 9.50 is being raised to 
Rs 10 00) 

The proposal is to rc-group cigarettes for the purpos of assessment to duty 
into five groups as against the present three groups. 

It is a measure to raise additional revenue partly for the state in pursuance of the 
decision at the National Development Council and partly for the eentre. 


2 . 


19.1(2) Cotton fabrics 

Others 

(a) Superfine 

(b) Fine 

(c) Medium^A 

(d) Medium-B 

(e) Coarse 

(f) Cotton fabrics, not 
otherwise specified 

Effective rates of duty 

(1) cotton fabrics 

(a) Superfine 

(b) Fine 

(c) Medium-A 

(d) Medium-B 

(e) Coarse 

(0 Cotton fabrics, not 
otherwise specified. 

(2) Malimo type and non- 
woven bonded fabrics 

(3) Fents 

fi) Superfine 

(ii) Fine 

(iii) Medium-A 

(iv) Medium-B 

(v) Coarse 

<vi) Malimo type and 
non-woven bonded 
fabrics. 



Paisc 

Paise 

Sq. metre 

15.5 

25.0 

»» 

9.6 

15.0 

»* 

4.8 

6.0 


4.8 

6.0 

*» 

3.6 

4 0 

»» 

15.5 

25 0 


Sq. metre 

15.5 

25 0 

* > 

9.6 

15 0 

»* 

4.8 

6 0 


4.8 

6.0 


3.6 

4.0 


15.5 

25.0 

» 

7.2 

8.0 


Kilogram 

22.0 

40 0 

»» 

22.0 

30.0 

9f 

4.4 

5.0 

SI 

4.4 

5.0 

>» 

4.4 

5.0 

*> 

4.4 ' 

5.0 


% 


It is a measure to raise additional revenue for the 
states in pursuance of the decision at the National 
Development Council. 


(Notes:—For changes by Notification, SI No. 9, 

Part D may be seen.) 

/ 


580 


4 
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S. Tariff item 

No. No. 

' Commodity 

Unit 

Rate of duty 
(Basic) 

Estimated addl. 
revenue in one 
fall year 



Existing 

Proposed 

1 2 

3 

4 

5 

6 

7 


(Rs lakhs) 

8 Refined diesel oils and Kilolitre is 400.00 Rs 500.00 _ 

vaporizing oil (ceiling rate) (ceiling rate) 


Note:—No change in the present effective rates of additional excise duty. 


1 . 


2 . 


3. 


4. 


5. 


6 . 


7. 


It is proposed to increase the ceiling rate to provide an adequate cushion for 
mopping up any price reductions and cost and freight accumulations as and 
when they occur. It has no immediate revenue significance as there is no 
change in the present effective rate of additional excise duty which is fixed by 
notification. 


D—CHANGES PROPOSED BY NOTIFICATIONS 


IB 

Prepared or preserved 
foods 

13 

Vegetable product 

14BB 

Sodium silicate 

14H 

Oases 

15AA 

Surface active agents 

Effective rates of doty 


Surface active agents 

18 

18A 

Rayon and synthetic 
fibre and yam and 

Cotton yam 

18B 

Woollen yam, all sorts, 
including knitting wool 

(1) Worsted yam-— 

(a) of 48s and more 

(b) of less than 48$ 

(2) Other 


10% ad valorem 10% ad valorem 
The notification specifying the excisable items has 
been amplified to include bottled or canned and 
dehydrated (packed in cans or foil packets) vege¬ 
tables. 

It is proposed to increase the present quantum of 
relief in duty for vegetable products using a mini¬ 
mum specified percentage of cottonseed oil in its 
manufacture. The same concession is being ex¬ 
tended to vegetable products when rice-bran oil 
is used in its manufacture. 

This proposal is intended to encourage the use of 
these oils in the manufacture of vegetable product 
in substitution of other edible oils. 

25% ad valorem 15% ad valorem 

It is a measure of relief to the sodium silicate 
industry. 

It is proposed to withdraw the exemption from duty 
hitherto granted to oxygen, chlorine, ammonia 
and refrigerant gases. 

Ammonia gas usedin fertilisers and oxygen for medi¬ 
cinal use is however proposed to be exempted. 

Certain other uses of oxygen, chlorine and ammonia 
will-also get the benefit of exemptions. 

10 % ad valorem 10% ad valorem 


25 paise per 10% ad valorem 
kilogram 

It is a revenue measure. 


It is proposed to withdraw the present concession in 
duty to staple fibre of cellulosic origin of 1.5 de¬ 
nier and above used in spinning of yarn in admix¬ 
ture with cotton. 



ad valorem 20% ad valorem 
ad valorem 15% ad valorem 


71% ad valorem!ad valorem 


12 


(—>33 


(—)84 
190 


130 


62 


120 


1120 
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Effective rates of doty 


Woollen yarn 
(1) Worsted yarn 


Rsper 

kilogram 


Tariff Value 
(R$ per 
kilogram) 


Rate (ad 
valorem) 


(a) hand-knitting 

(i) Grey 

0.60 

27.50 

3.5% 

(//) Processed and/or dyed 

2.40 

55.00 

9.5% 

2.0% 

(b) Hair belting yam 

0.60 

27.50 

(c) Others 

(/) of 48s and above 

7.50 

56.50 

145% 

(//) of above 24s but below 48s 

3.15 

46.50 

8.5% 

(iii) of 24s and below 

0.60 

27.50 

35% 

Shoddy yarn 

Yam made from tannery wool or strip¬ 

0.40 

7.50 

5.5% 

ped wool 

0.40 

7.50 

5.5% 

All others 

0.60 

13.50 

7.5% 


(Rs lakhs) 


It is a revenue measure. 

Special excise duty at 33|% of basic duty will continue to be chargeable. 

Cotton fabrics 
produced by powerlooms 


compunded rates of duty 
(by notification) 

Where powerlooms installed- 
are 


more than 


If the duty is paid 


(—)47 


If the duty is paid 


not more than 

Per Qr. 

Per year 

Per Qr. 

Per year 


(In rupees perpowerloom installed) 

4 

13 

50 

2.50 

10 

24 

40 

150 

20 

75 

49 

80 

300 

40 

150 


(a) 1911 

(b) 20(2) 

(c) 21(2) 

(d) 22(2) 


Cotton fabric 

Processing done 
without power or 
steam (by notifica¬ 
tion) 

Embroidery, in the 
piece, in strips, or 
in motifs etc. 
Cotton 
Silk 

Woollen 

Rayon or artificial 


Cement 


Relief is being given in the compounded levy specially to the smaller units 
which have not more than four looms installed. 


Concession available to processing done without the 


aid of power or steam is being 


o processing done wit 
is being rationalised. 


Effective rates of duty 

Cement 


silk * (—) 15 

(i) Effective rate reduced to 5% ad valorem. 

(i) Tariff values wherever applicable have been withdrawn. 

(iii) Compounded rates of duty based on metre-basis wherever applicable, 
have been reduced. 

_21% 21% 48 
ad valorem ad valorem 


IS, 8% ' 20% 

a4 valorm ' ad worm 
The rate has been .suitably rounded pljf. 

Special excise duty at 20% of basic will contimu 
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29A Evaporative type coolers 

Effective rate of doty 

Evaporative type coolers 


40% 

ad valorem 


. <?% 

ad valorem 

25% * 
ad valorem 


(Rs lakhs) 
20 


Electric wires and cable 


It is proposed to withdraw the exemption in respect of evaporative 
typecoolers and subject themto 25% ad valorem. They will, however, 
be exempted from special excise duty. 

150 

It is proposed to withdraw the existing concesssion in duty on copper 
contents of certain types of electric wires and cables to induce econo¬ 
my in the use of copper. 


34(3a) Tractors, including agri¬ 
cultural tractor 
Effective rates of dutys 

Tractors including 
agricultural tractor 
(7) of Draw Bar Horse 
Power 50 and below 
(ii) of Draw Bar Horse 
Power exceeding 50 

(a) for agricultural purposes 

(b) others 


10 % 

ad valorem 


, ,( j% 

ad valorem 


10 

ad valorem 


ad valorem 


ad valorem 

108 

ad valorem 


Note —'While tractors covered under (i) and(ii) (a) above will continue to be 
exempted from special excise duty, those covered under ii (b) will conti¬ 
nue to pay special excise duty as at present. 


It is a revenue measure. 


1 $ m 43 Wool tops 

Effective rate of duty 

Wool tops 


Kilogram 


Rs 5.00 


Rs 5.00 


Kilogram Rs 2.45 Rs 3.55 

A quantum of the duty incidence which would otherwise have been 
by woollen yarn has been transferred to wool tops. 


ABSTRACT—CENTRAL EXCISE 


(Rs lakhs) 


S. Tariff 
No. Item 
No. 


Commodity 


Estimated additional revenue in one full year 

Basic excise Special excise Additional excise 1 
duty duty duty in lieu of 

sales tax 





(+) 

(-) 

<+) 



I. Existing Items 




1. 

IB 

Prepared or preserved foods 

12 

— 

— 

2. 

IE 

Glucose and dextrose 

12 

— 

— 

3. 

411(2) 

Cigarettes 

1665 

— 

333 

4. 

6 

Motor spirit 

4825 

— 

—. 

5. 

11A 

Petroleum products not otherwise spe¬ 






cified 

no 

— 

— 

6. 

13 

Vegetable product? 

- - 

33 

— 

7. 

14AA 

Chemicals 

65 

— 

— 

8. 

14BB 

Sodium silicate 

— 

84 

— 

9. 

14F 

Cosmetics 

85 

— 

17 

10. 

14H 

Gases 

190 

— 

— 

11. 

151 

Soap 

135 

— 

27 

12. 

15A 

Plastics 

50 

— 

10 

13. 

J5AA 

Surface active agents 

130 

— 

— 

14 , 

16A 

Rubber products 

200 

—. 

40 

15. 

18A 

Cotton yam 

62 

— 

— 

16. 

I8B 

Woollen yarn 

90 

—' 

30 

IV, 

19 

Cotton fabrics 

—— 

22 

**— 


(-> (+) 


(+) m 

12 — 

12 — 

3948 — 

4825 — 


— 580 


(G mid.) 
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(Rs. lakh*) 


S. Tariff 
No. item 
No. 


Commodity 


Estimated additional revenue in one full year 


Basic excise 
duty 


Special excise 
duty 


Additional excise 
duty in lieu of 
sales tax 


Total 


18. 

22(2) 

Art silk fabrics 

(4-) 

(-) 

15 

(+) 

(-) 

(+) 

(-) 

r (+) 

(-) 

15 

19. 

23 

Cement 

40 

— 

8 

- " 

— 

— 

48 

— 

20. 

23A 

Glass and glassware 

240 

— 

JO 

— 

— 

— 

, 250 

— 

21. 

23B 

China ware 

125 

-- 

— 

— 

— 

— 

125 

— 

22 

29A 

Evaporative type coolers 

20 

— 

— 

— 

— 

— 

20 

— 

23. 

32 

Electric bulbs 

158 

— 

14 

32 

— 

-* 

126 

—- 

24. 

33 

Electric fans 

70 

— 

— 

— 

— 

84 

— 

25. 

33B 

Electric wires and cables 

150 

— 

— 

— 

— 

— 

150 

— 

26. 

34 

Motor vehicles 

400 

— 

- 

-- 

— 

— 

400 

— 

27. 

41 

Crown corks 

160 


— 

—■ 

— 


160 

— 

28. 

42 

Pilfer proof caps 

65 

— 


— 

— 

*- 

65 

— 

29. 

43 

Wool tops 

110 

— 

— 

—_ 

— 


110 

1 

30. 

44 

Sparking plugs 

— 

15 

— 

— 


- “ 

’ 

I. 

IF 

II. New Items 

Maida 

1092 






1092 


2. 

UB 

Compounded lubricating oils & greases 

900 

— 

— 

— 

— 

— 

900 

— 

3. 

lie 

Calcined petroleum coke 

40 

— 

— 

— 

— 

— 

40 

■- 

4. 

22C 

Linoleum 

34 

— 

— 

— 

— 

— * 

34 

— 

5. 

22D 

Ready-made garments 

250 

— 

-- 

-- 

— 

— 

250 


6. 

22E 

Typewriter ribbons 

10 

— 

■ — 

-- 

— 

— 

10 

— 

7. 

23D 

Mosaic tiles 

65 

— 

— 


- ’ 

— 

65 

— 

H. 

30B 

Motor starters 

75 

— 

— 

- 

— 

— 

75 

- - 

9 , 

33E 

Electricity supply meters 

120 

— 

— 

- 

— 

- 

120 

— 

10. 

34A 

Motor vehicle parts and accessories 

160 

— 

— 

- 

— 


160 

— 

11. 

34B 

Fork lift trucks and platform trucks 

40 

— 

— 

— 

— 

— 

40 

— 

12. 

37B 

Cinematograph projectors 

24 

— 


— 


— 

24 

— 

13. 

37C 

Photographic cameras 

18 

— 

— 

— 

— 

-- 

18 

— 

14. 

49 

Rolling bearings 

220 

— 

— 

— 

— 

— 

220 

— 

15. 

50 

Welding electrodes 

90 

— 


— 

-— 

— 

90 

— 

16. 

51 

Coated abrasives and grinding wheels 

83 

— 

— 

— 

— 

— 

83 

— 

17. 

52 

Bolts and nuts and screws 

250 

— 

— 

— 

— 

— 

250 

— 

18. 

53 

Slide/zip fasteners 

20 

— 

— 

— 

— 

— 

20 

— 

19. 

54 

Pressure cookers 

60 

— 

— 

— 

— 

— 

60 

— 

20. 

55 

Vacuum flasks 

44 

— 

— 

— 

— 

— 

44 

— 

21. 

56 

Playing cards 

45 

— 

— 

— 

— 

— 

45 

— 

22. 

57 

Camphor 

21 

— 

— 

— 

— 

— 

21 

— 

23. 

58 

Menthol 

15 

— 

— 

— 

— 

— 

15 

— 

24. 

59 

Electric insulation tapes 

10 

— 

— 

— 

— 

— 

10 

— 

25. 

60 

Adhesive tapes, n.o.s. 

15 

— 

— 

—— 

—— 1 

—— 

15 

— 



Total 

12870 

169 


489 

32 

2530 

15835 

147 


SUMMARY 


(a) Basic excise duty 
(< b ) Special excise duty 

(c) Additional excise duty in lieu of sales tax 
For one full year 

For the remaining part of 1971-72 


States’ share 

A 

Centre’s share 

(Rs in lakhs) 
Total 

2564 

10137 

12701 

— 

457 

457 

2494 

36 

2530 

5058 

10630 

16588 

• 4257 

8937 

13194 
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YES! 

You can obtain 
Product Improvomont 
with Cost Reduction 
in your industry 



• MJQDMHWM 

EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HiNDALCO Aluminium 
Extrusions. There are endless applications 
In every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
. do so I Please write to: 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukoot, U.P, 

Offlctsr BOMBAY 
0(1»HUCAICUTTA»MAD*A$ 
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THE RIGHT KIND 

OF CLOTH/ 


xc 



SPECIALITIES: 


SUITINGS 

SHIRTINGS 

LENOS 

POPLINS 

TOWELS 


ROLLER ft 
SCREEN PRINTS 
TAPESTRIES 
DHOTIES 


I SAREES 
ETC. ETC. 
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FOREIGN TRAVEL TAX 

Chapter VII of the Finance Bill contains enabling provi¬ 
sions for levy of a tax on foreign travel by air or by sea. 
The salient points of the contemplated taxation measure 
which will cOrae into force from a date to be notified after 
the Bill is enacted, are set out below. 

(i) The statutory rate will be 20% ad valorem on the 
fare paid in rupees whether the tickets be one way 
or return. The definitions in Clause 44 and the 
charging provision in Clause 45 of the Bill have been 
drafted with this aim in view. Further journeys 
abroad from the initial point to which the ticket 

, has been purchased would also bear the tax if the 
tickets for such further journeys are paid for in 
rupees. By restricting the levy to purchases to 
tickets made only in rupees, foreign tourists, Indians 
domiciled abroad and other persons holding tickets 
purchased in foreign currency would automatically 
be kept outside the scope of the present levy. 

(ii) The liability to payment of tax has been fixed on 
the carrier. Agents or representatives who book 
tickets on behalf of airlines operating in the country, 
or airlines not operating in the country or agents 
acting on their behalf who book tickets for inter¬ 
national passengers which are paid for in Indian 
currency, would have to ensure that the tax is col¬ 
lected from the passenger and credited to govern¬ 
ment through the carrier for whom they may be 
acting as agents or representatives. 

(in) Clause 46 of the Bill provides for any class or classes 
of passengers or any category or categories of pass¬ 
engers belonging to a particular class being exempted 
from the levy or enabled to pay at a rate that might 
be decided upon by the government. It also pro¬ 
vides for relief in deserving individual cases. 

<zv) The intention is to exempt students who go abroad 
for studies or technical courses whether foreign 
exchange is released for them by the Reserve Bank 
or they do not ask for foreign exchange but arc 
otherwise eligible for it, as well as scientists going 
abroad for attending scientific conferences. 

(v) Provision will be made by the issue of appropriate 
notifications and rules in relation to airlines offering 
concessional fares or undertaking group bookings at 
concessional rates or charter flights. 

(v/) All these and other details of procedural controls 
will need detailed formulation and when decided 
can be given effect by the central government 
in exercise of the rule-making provisions contained 
in the Bill. The rules will also provide for appellate 
remedies, refunds of excess levies, recovery of short 
levies and penalties to be imposed for contraven¬ 
tions. 

(vii) There is also a provision for laying the rules and 
notifications made under the provisions before both 

Houses of Parliament. 

« 

(viii) The authority for administering the tax by way of 
regulations in the matter of procedure and in pur¬ 
suance of the rules made by the central govern¬ 
ment,would be the Central Board of Excise and Cus¬ 
toms. 

(ix) The estimated yield from this is expected to be about 
Rs 7.00 crores in the current year. 


ANNEXURE A 

STATEMENT SHOWING IN SELECTED CASES TAX 
(INCLUDING SURCHARGE) PAYABLE AND AS A 
PERCENTAGE OF TOTAL INCOME, ON TOTAL 
INCOMES RANGING FROM Rs 5,000 TO 
Rs 10,00,000 

(Assessment year : 1971-72) 



Tax 


Income 

Amount 

Percentage 

Rs 

Rs 


5,000 

— 


6,000 

110 

' 1.83 

7,000 

220 

3.14 

8,000 

330 

4.12 

9,000 

440 

4.89 

10,000 

550 

5.50 

12,000 

924 

7.70 

14,000 

1,298 

9.27 

15,000 

1,485 

9.90 

16,000 

1,738 

10.86 

18,000 

2,244 

12.47 

20,000 

2,750 

13.75 

24,000 

4,070 

16.96 

25,000 

4,400 

17.60 

30,000 

6,600 

22.00 

36,000 

9,900 

27.50 

42,000 

13,420 

31.95 

48,000 

17,380 

36.21 

60,000 

25,300 

42.17 

72.000 

34,540 

48,950 

47.97 

90,000 

54.39 

1,00,000 

57,200 

57.20 

5,00,000 

4,25,700 

85.14 

10,00,000 

8,93,200 

89.32 


ANNEXURE B 

INCOME TAX PAYABLE IN THE CASE OF AN INDI¬ 
VIDUAL, HINDU UNDIVIDED FAMILY, UNREGIS¬ 
TERED FIRM, ASSOCIATION OF PERSONS Etc., 
AT THE RATES PROPOSED IN THE BILL FOR 
COMPUTATION OF ADVANCE TAX AND 
DEDUCTION OF TAX AT SOURCE FROM 
‘SALARIES’’ DURING THE FINANCIAL 
YEAR 1971-72. 

A. Basic Income Tax (i.e. exclusive of surcharge) 


Total Income Tax For calculating tax at 

intermediate levels of 
income 


Rs 


Rs 


6,000 


100 


7,000 


200 

For every additional 

8,000 


300 

Rs 10 of income. Add 

9,000 


400 

Rs 1.00 to the tax. 

10,000 


500 


10,000 


500 


11,000 


670 

For every additional 

12,000 


840 

Rs 10 of income, Add 

13,000 


1,010 

Rs 1.70 to the tax. 

14,000 


1,180 


15,000 


1,350 



(Conid.) 
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ANNEXURE B— (Could.) 


Total Income 


Rs 

IS,000 
16,000 
17,000 
18,000 
19,000 
20,000 

20,000 

21,000 

22,000 

23,000 

24,000 

25,000 

25,000 

26,000 

27,000 

28,000 

29,000 

30,000 

30,000 

31,000 

32,000 

33,000 

34,000 

35,000 

36,000 

37,000 

38,000 


Tax 


For calculating tax at 
intermediate levels of 
income 


For every additional 
Rs 10 of income, Add 
Rs 2.30 to the tax. 


For every additional 
Rs 10 of income. Add 
Rs 3.00 to the tax. 


Rs 

1,350 
1,580 
1,810 
2,040 
2,270 
2,500 

2.500 
2,800 
3,100 

3.400 
3,700 
4,000 

4,000 

4.400 For every additional 
4,800 Rs 10 of income, Add 
5,200 Rs 4.00 to the tax. 
5,600 

6,000 

6,000 

6.500 
7,000 

7.500 
8,000 

8.500 For every additional 
9,000 Rs 10 of income. Add 

9.500 Rs 5.00 to the tax. 
10,000 

10,500 


40,000 


11,000 

40,000 


11,000 

41,000 


11,600 

42,000 


12,200 

43,000 


12,800 

44,000 


13,400 

45,000 


14,000 

46,000 


14,600 

47,000 


15,200 

48,000 


15,800 

49,000 


16,400 

50,000 


17,000 For every additional 

51,000 


17,600 Rs 10 of income. Add 

52,000 


18,200 Rs 6.00 to the tax. 

53,000 


18,800 

54,000 


19,400 

55,000 


20,000 

56,000 

- 

20,600 

57,000 


21,200 

58,000 


21,800 

59,000 


22,400 

60,000 


23,000 

60,000 


23,000 

61,000 


23,700 

62,000 


24,400 

63,000 


25,100 

64,000 


25,800 For every additional 

65,000 


26,500 Rs 10 of income. Add 

66,000 


27,200 Rs 7.00 to the tax. 

67,000 


27,900 

68,000 


28,600 

69,000 


29,300 

70,000 

• ‘ 

30,000 


• 

ANNEXURE B— (Contd.) 

Total Income 

Tax 

For calculating tax at 
intermediate levels of 
income 

Rs 

Rs 


71,000 

30,700 


72,000 

31,400 


73,000 

32,100 

For every additional 

74,000 

32,800 

Rs 10 of income, Add 

75,000 

33,500 

Rs 7.00 to the tax. 

76,000 

34,200 


77,000 

34,900 


78,000 

35,600 

• 

79,000 

36,300 


80,000 

37,000 


80,000 

37,000 

For every additional 

90,000 

44,500 

Rs 10 of income, Add 
Rs 7.SO to the tax. 

1,00,000 

52,000 

1,00,000 

52,000 

For every additional 

1,50,000 

92,000 

Rs 10 of income, Add 

2,00,000 

1,32,000 

Rs 8.00 to the tax. 

2,00,000 

1,32,000 

t 

3,00,000 

2,17,000 

4 

4,00,000 

3,02,000 


5,00,000 

3,87,000 


6,00,000 

4,72,000 


7,00,000 

5,57,000 


8,00,000 

6,42,000 


9,00,000 

7,27,000 


10,00,000 

8,12,000 


11,00,000 

8,97,000 

For every additional 

12,00,000 

9,82,000 

Rs 10 of income, Add 

13,00,000 

10,67,000 

Rs 8.50 to the tax. 

14,00,000 

11,52,000 


15,000,00 

12,37,000 


16,00,000 

13,22,000 


17,00,000 

14,07,000 


18,00,000 

14,92.000 


19,00,000 

15,77,000 


20,00,000 

16,62,000 


B. Surcharge : 

To the income tax calculated as stated above. Add by 


way of surcharge the following percentage thereof :— 

(/) in a case where the total income does not 

exceed Rs 15,000 10 

(//) in any other case 15 

[In cases where the total income exceeds Rs 15,000 
by a small amount, the surcharge is limited to 


(«) 


(A) 


Rs. 135 (which would be the surcharge at the 
rate of 10 per cent on the tax on a total income 
of Rs 15,000) phis 

40 per cent of the amount by which the total 
income exceeds Rs 15,000.1 
C. Example of Tax Calculation : 

Income * 

A. Basic income tax : 

On Rs 27,000 Rs 4 

On Rs 560.. 56 X 4 Rs 


.7,560 


B. 


Rs 27,560 Rs 5,024 

Add surcharge @ 15% of 
the basic income-tax Rs 75.'. 60 


Tax payable Rs 5,777.60 

(rounded off to the nearest ; —-- 

rupee) Rs 5,778.00 
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Proposed Revision of Postal, Telegraph and Telephone Tariffs 

a 

Section I 



POSTAL (INLAND) 


Item 

Existing Tariff 

Proposed Tariff 

1. Parcels 

2. *Registration Fee 

Per 400 grams 90 P 

95 P 

Per 400 grams Rs 1.00 

Re 1.00 


•The proposed tariff will apply to registered articles in the foreign post also. 
Section I — Estimated additional revenue in a year— Rs. 1.76 crores. 


Section II 
TELEGRAPHS 


Item 


Existing Tariff 


Ordinary Express 
Rs Rs 


Proposed Tariff 


Ordinary 

Rs 


Express 


£ 


1. Non-Press Inland Telegraphs First 8 words 1 20 2 40 

Each additional word 0 10 0 20 

Instructions 


2. Special Delivery 

(a) Charge for registration of 
Special Delivery Instructions 

(b) Change in Special Delivery 
Instructions during the year 

3. Teleprinter (T/P) machine and 

Telex service within the local area 

(i) Rental for Teleprinter 
(T/P) machine 

(ii) Rental for a Telex subscrib¬ 
er’s line inclusive of rent 
for the terminal Teleprinter 
machine 

(iii) Rental for a Telex subs¬ 
criber’s line when the Tele¬ 
printer machine is provided 
by the subscriber himself 


Rs 5.00 per annum 
Re 1.00 for each change 

Rs 1800.00 aper annum 

Rs 1800.00 per annum 

Rs 280.00 per annum 


First 8 words 1.20 2.40 

Each additional word 0 15 0.30 

Rs 25.00 per annum 
Rs 10.00 for each change 


Rs 2000.00 per annum 


Rs 2000.00 per annum 


Rs 450.00 per annum 


Section II— Estimated additional revenue in a year—Rs 3.11 crores 


Section HI 
TELEPHONES 

Item Existing Tariff Proposed Tariff 


1. Rental for Direct Exchange I ines within the 
local area 

(A) Measured Rate Systems 

(i) Calcutta, Bombay, Madras and Delhi. 

(ii) All other measured Rate Exchanges 

(B) Flat Rate System 

Exchanges of 100 lines and'above capacity 
providing 24 hours service 


2. Casual Telephone connections 
(i) Measured Rate Systems 


Rs 90.00 per quarter 


Rs 75.00 per quarter 


Rs 340.00 pe r annum 
or Rs 30.00 per month 

Period Rental 

I to 10 days Rs 30.0 

II to 30 days Rs 60.00 
31 to 60 days Rs 120.00 
Rs 3.00 per day subject to a 

minimum of Rs 30.00 


(i) Exchange Systems of Rs 100.00 
10,000 lines capacity per quarter 
and above 

(ii) Exchange systems of Rs 80.00 
less than 10,000 lines per quarter 
capacity 

Rs 400.00 per annum 
or Rs 35.00 per month 

Period Rental 

I to 10 days Rs 60 00 

II to 30 days Rs 120.00 
31 to 60 days Fs 180.00 
Rs 10.00 per day subject a 
minimum of Rs 50.00 


(Ii) Plat Rate Systems 
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Item 


Existing Tariff 


Proposed Tariff 


3. Measured Rate System 
Call Charge 


First 150 calls 
per quarter 

Next 600 calls 
per quarter 
For each call in 
excess of 750 
calls per quarter 


No charges 
(covered by 
quarterly rent) 
15 P per call 

20 P per call 


First 250 calls 
per quarter 

Thereafter 


No charges 
(covered by 
quatrterly rent) 
20 P per call 


Bombay, 
Delhi, 
Calcutta 
and Madras 


All other 
Exchanges 


Capacity of Exchange System 


10,000 
lines and 
above 


1,000 
lines and 
above but 
below 

10,000 lines 


300 Uhes 
and above 
but below 
1000 line 


Below’ 
300 lines 


4. OYT Scheme 

(a) Initial payment 

(b) Initial period during which a re¬ 
duction in rental is admissible 

(c) Rebate in rental 

(i) on rentals paid annually 

(ii) on rentals paid quarterly 

(iii) on rentals paid monthly 

5. Concessional Tariffs for Trunk calls 


Tariffs for Trunk calls on Telegraph 
holidays 


6. (a) Private Manual Exchanges and 
Private Manual Branch Exchange 
Size of Board 
1+3 
2+6 
3+9 
5+20 


Rs 3,000 

Rs 2,500 

Rs 3,000 

Rs 2,500 

Rs 2,000 

Rs 1,000 

20 years 

20 years 

20 years 

20 years 

15 years 

10 years 

Rs 144 

Rs 36 

Rs 120 

Rs 30 

Rs 10 

Rs 144 

Rs 36 

Rs 120 

Rs 30 

Rs 128 

Rs 32 

Rs 10 

Rs 96 * 
Rs 24 

Rs 8 

Classes 

for call 





Ordinary 
and SVH 

Urgent 






50 per cent 
of normal 
full rate 


75 per cent 
of normal 
full rate 


No concession except on three 
national holidays and usual 
concession on Sundays and between 
.7.00 PM to 8.00 AM 


10+50 
20+100 (Private Manual 


Annual rental 
Rs 250 00 
Rs 450.00 
Rs 625.00 

Rs 50.00 per equipped 
termination on the switch 
board 

-do- 

-do- 


Annual rental 
Rs 200-00 
Rs 350.00 
Rs 500 00 

Rs 40.00 per equipped 
termination on the switch 
board 

-do- 
-do- 

Branch Exchange only) 

6(b) (i) Private Automatic Branch ex- Rs 60.00 per equipped 

changes upto 100 lines (non- termination on the 
extendable) except 5 lines and ' switch board 
9 lines PABX’s* 

(ii) 5 line Private Automatic 
Branch exchange (inclusive 
of the rental for all the 5 inter¬ 
nal connections 

(iii) 9 line Private Automatic 
Branch exchange (inclusive 
of the rental for afi the 9 inter¬ 
nal connections) 

7. Additional entries in Telephone Directo¬ 
ries. 

♦For all Private Automatic exchanges, and extendable Private Automatic Branch Exchanges, rentals Will be Charged as 
proposed in 6(b)(i) for private automatic branch exchanges (non-extendable) or on capital cost basis, whichever is higher. 

Section III—Estimated additional revenue in a year—Rs 5.97 crore 

Summary of Estimated AddM—al Revenue In a Year 
Section I—Postal Tariff Rs 1.76 crore 

Section II—Telegraph Tariffs Rs 3 .11 crore 

Section III—Telephone Tariffs Rs ' 5.97 crore 


Rs 600.00 


Rs 1200.00 

Rs 4.00 per additional entry 


Rs 75 00 per equipped 
termination on the 
switch board 


Rs 750.00 


Rs 1500.00 

Rs 10.00 per additional entry 


Total 


Rs 1Q.84 tfoce 
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THE SftNDUR MANGANESE I IRON ORES LIMITED 

Phone: 33 SANDUR Registered Office: 

Grains: SMIORE, SANDUR Lohadri Bhavan, 

Yeshwantnagar, 

Sandur. 

PRODUCERS OF WORLD FAMOUS SANDUR ‘A’ 

GRADE MANGANESE ORE 

Factory: 

and Vyasankere near Hospet, 

Mysore State. 

MANUFACTURERS OF FOUNDRY GRADE 
ELECTRIC PIG IRON 


Mines: 
Deogiri, 
Mysore State. 


HM AND LM 1 TO 4 AS PER I.S. SPECIFICATION WITH 
10. 18% PHOS. MAX. IN STANDARD GRADE 

and 

WITH 0.12% PHOS. MAX. IN OUR SPECIAL GRADES. 
SELLING AGENTS FOR OUR PIG IRON 


Scindia Investments P. Ltd. 
Samudra Mahal, 

Worli, 

BOMBAY-18. 


National Sales Corporation, 
Ramaleela Annexe, 

5, Palace Road, 
BANGALORE-1. 


Metal Ores P. Ltd., 
1076 Dr. E. Moses Rd. 
Worli, 

BOMBAY-18. 


‘HELP US TO SERVE YOU BETTER’ 


"Cleanliness is next to Godliness” according to an old adage. Clean 
surroundings radiate joy. More than that they help in controlling diseases. 
On Railway Platforms, in Waiting Rooms and in Carriages, etc., where 
people gather, it is of paramount importance to maintain proper hygienic 
conditions, to preserve the health of the passengers. You can help the 
Railways in this fight against disease by: 


EXTENDING YOUR CO-OPERATION FOR KEEPING 
THE SURROUNDINGS CLEAN AND BY AVAILING 
OF THE SERVICES OF SANITARY STAFF PROVIDED 
AT STATIONS WHENEVER REQUIRED. 


NORTHERN RAILWAY 
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VI O TEOHNOPROMEXPORT ALWAYS MEANS 
QUALITY JOBS, UP-TO-DATE TECHNIQUE AND UNLIMITED POSSIBILITIES 


V/O TECHNOPROMEXPORT offers a full range of services in designing, constructing, supplying 

complete sets of machinery and equipment for 



—thermal power stations —hydro-power stations 

—transformer substations 


Write for detailed information to: 

V.O TECHNOPROMEXPORT 
18/1, Ovtchinnikovskaya nab., 

Moscow Zh-324, USSR 

Cables: TECHNOPROMEXPORT MOSCOW 

Tel. 220-15-23 Telex: 158 


—nuclear power-stations 
—high-voltage lines 

or to 

THE OFFICE OF THE COUNSELLOR FOR 
ECONOMIC AFFAIRS. 

USSR Embassy in India, 

Nyaya Marg, Chanakyapuri, New Delhi. 

Tel: 77004 Telex: 492 



ADMARK 


RECORDS AND STATISTICS 

Editor: R. V. MURTHY 

A Quarterly Bulletin of "Eastern Economist", this publication surveys 
Important developments In each quarter in the various fields of the 
national economy as well as In the world economy, organizes Its mate¬ 
rial In a convenient form and Illustrates It with diagrams, graphs and * 
charts. Its features are a business roundup, an analysis of markets and 
an Investment supplement. 

The Bulletin averages 64 pages and Is priced at Rs 4 per copy. 
The annual subscription is Rs. 16. 

Inquiries regarding subscription and advertisements may be 
addressed to: 

The Manager, 

The Eastern Economist ltd. 

Post Box No. 34, * 

Haw DeUtM. 
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Economic Survey : 1970-71 


The annual growth of national income envisaged in the 
fourth five-year Plan was attained in 1970-71, mainly due to 
a growth rate of over five per cent in the agricultural sector. 
Industrial output also registered an increase of about five per 
cent. This was stated in the Economic Survey for 1970-71 
which was presented to Parliament on May 25 by the Finance 
Minister, Mr Y.B. Chavan. The other highlights of the 
survey were: food production of 105 to 106 million tonnes; 
increased utilisation of capacity in industrial units with a 
few exceptions; good performance by the corporate sector; 
display of strength in the balance of payments position, 
thanks to a remarkable recovery by exports after initial set¬ 
backs; and wiping out of India’s short-term indebtedness 
to the International Monetary Fund. 

There were, however, certain disturbing elements in the 
picture. While cereal production has been satisfactory, 
pulses and commercial crops, namely cotton, jute and oil¬ 
seeds, continued to be short of requirements. Industrial 
production was also not as high as in the previous year be¬ 
cause of the uneven performance of some of the major in¬ 
dustries partly due to shortage of industrial raw materials 
and steel. On the price front, too, there was cause for seri¬ 
ous concern. Excerpts from the survey are given below:— 

The performance of the Indian economy in the year 1970- 
71 has been generally satisfactory. The growth of national 
income will, by and large, attain the level targeted for in the 
fourth Plan; mainly due to a rate of growth of over 5 per 
cent in the agricultural sector. Food production continued 
to rise for the fourth year in a row and stocks of foodgrains 
with the public agencies amounted to 5.8 million tonnes at 
the end of the year. Overall industrial output is likely to 
have grown by a little more than 5 per cent. Barring a few 
industries, the rate of utilisation of capacity is considerably 
higher than last year. Corporate performance has been 
good, and the stock market has displayed great confidence. 
The capital market has shown a vitality which it had lacked 
for some time. The balance of payments continues to dis¬ 
play strength. Exports staged a remarkable recovery dur¬ 
ing the year after initial setbacks. The declining trend 
in food imports continues. India’s short-term indebtedness 
to the IMF has been wiped out. 

Reorientation of Nationalised Banks 

The reorientation of the nationalised banking system 
towards meeting the credit needs of the hitherto neglected 
sectors was pursued vigorously during the year; there was an 
impressive increase in the funds advanced to these sectors. 
The task of extending banking facilities to unbanked areas, 
particularly in the rural sector, was further carried forward. 
Resource mobilisation by the centre has been commensurate 
with the targets set in the Plan. 

Unalloyed satisfaction is not, however, permissible be¬ 
cause of certain disturbring elements in the total picture. 
While cereal production has been impressive, the production 
of pulses has not shown the same response. The production 
of commercial crops such as cotton, jute and oilseeds conti¬ 
nued to be short of requirements. 

The growth in industrial production is not as high as 
during the previous year because of the uneven performance 
of some of the major industries. Traditional industries, 
like cotton textiles and jute, are not showing any great im¬ 
provement. In steel, there has been a slight fall in produc¬ 
tion. Coal output too was lower during the year. The 
growth in industrial production was brought about by other 
industries, such as chemicals, engineering, certain types of 


machinery etc., whose rate of growth in general has not been 
higher than in the previous year. Excess capacity continues 
to exist in some machinery and transport equipment indust¬ 
ries. 

Prices have shown a continued tendency to rise. Al¬ 
though foodgrains production has increased, prices of food- 
grains have not fallen steeply because of the price support 
extended by government through its procurement policy. 
On the other hand, the prices of commercial crops, particu¬ 
larly those of cotton and oilseeds, have shown a tendency 
to rise sharply due to supply shortage. The chain has been 
completed by an increase in the prices of manufactures 
based upon these raw materials and intermediates. In¬ 
creased money supply, alongside with speculative activity, 
further aggravated the situation. Over the year, the whole¬ 
sale price index on the average was higher by nearly 5.6 
per cent as compared to the previous year. Although steps 
were taken to arrange for larger imports of steel, cotton and 
vegetable oils, these could not arrive on time to augment 
domestic supplies. Monetary restraints had to be applied to 
curb demand. 

Rise in Exports 

Exports have risen in consonance with the Plan target 
despite an abnormal fall in the early months of the year. The 
high price of raw cotton came in the way of a faster growth 
of cotton textile exports. The shortage of steel affected the 
exports of iron and steel. 

Imports have increased over the year. While food im¬ 
ports have shown a decline, non-food imports have increased* 
because of the growing needs of industry for raw materials* 
intermediates and components. Aid allocations have de¬ 
clined in 1970-71, but the burden of debt servicing has in¬ 
creased. Net aid available to finance imports has therefore 
gone down. 

The progress of banking in the desired directions was 
quite satisfactory. The task of reconciling the expanded 
credit requirements of the new sectors with those of the 
older ones gave rise to occasional difficulties and there was, 
consequently, a sizeable expansion of total bank advances. 
Similarly, while the expansion of banking facilities in the un- 
banked areas was quite rapid, the spread of the banking habit 
and the increase in bank deposits were not commensurate 
with need. 

The progress in agriculture, and particularly foodgrains 
production, has provided a satisfactory base for the econo¬ 
my, even though a great deal still needs to be done for raising 
the productivity of commercial crops, as also of rice and 
pulses. In industry, the supply constraint is partly derived 
from the shortage of raw materials. Lag in cotton and jute 
textile output has reflected the relative scarcity of the raw 
fibre; lag in steel output reflects \n part the unsatisfactory state 
of industrial relations. In coal, inadequate movement by 
rail has contributed to a lower level of production. The 
steel shortage has affected the entire engineering industry. 

Demand for food, cloth, oils, sugar, etc. appears to 
have been maintained. The demand for inventories has 
gone up. With increasing activity, in many industries the 
scale of inventories has risen to match increased production. 
In industries using scarce raw materials, there was a scramble 
to build up satisfactory inventory positions to ensure conti¬ 
nuous production. 

The picture regarding investment demand is somewhat 
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complex. The investment outlays in the public sector have 
been less than what was budgeted for; but they still registered 
a significant increase over the previous year. Investment in 
industry has been higher, though not as high as targeted; 
but, investment by the railways has not revived. Private 
investment in agriculture seems to have been high, looking 
at the additional volume of credit which the banking sector 
has made available to agriculture, though a part may have 
gone to finance a growing volume of inputs like fertilizer, in¬ 
secticides, etc. In industry replacements, additions and e$- 
pansion appear to have been at a higher level, looking both 
at company reports and at the output of certain machinery 
industries and machine tools. Investment in new projects 
was moderate. The increased investment activity was cer¬ 
tainly not general, but confined to certain chemical and en¬ 
gineering fields. Investment in small-scale industries appears 
to have risen sharply. 

On the fiscal front, despite marked resource elTort on the 
part of the centre, deficit financing could not be contained, 
since non-Plan expenditure has continued to rise, particularly 
in response to the grant of interim relief to government em¬ 
ployees. Plan outlay, however, has fallen short once more, 
largely because of the failure of many projects to progress 
according to schedule. The finances of the states have conti¬ 
nued to be in an unsatisfactory state, and overdrafts with the 
Reserve Bank of India remain heavy, even though special 
accommodation from the centre has been maintained on a 
large scale. 

Employment in the organised sector, including in govern¬ 
ment, continued to expand in 1970-71. A crash programme 
for rural employment was announced during the year. Banks 
were increasingly involved in promoting schemes of self- 

Table I 

SELECTED ECONOMIC INDICATORS 


1966-67 

(Percentage 

1967-68 

change 

1968-69 

over 

1969-70 

previous 

1970-71 

year) 

1 

2 

3 

4 

5 

6 

1. National 
Income at 
constant prices. 

1.5* 

9.3* 

2.4* 

5.3* 

5.5** 

2. Agricultural 

—1.1 

22.4 

—1.0 

6.5 

Above 

production 

3. Foodgrains 
production 

2.6 

28.0 

—1.1 

5.8 

5.0** 

5.5 

to 

6.5** 

4. It 

4. Industrial 
production 

0.3 

0.5 

6.7 

6.8 

5. Electricity 
generated 

9.3 

12.6 

14.1 

14.3 

9.3t 

6. Wholesale 
prices 

13.9 

116 

—1.1 

3.7 

5.6 

7. Money 
supply 

8.3 

9.1 

8.1 

10.8 

io.6; 

8. Imports 

—6.3 

-3.4 

—7.3 ■ 

—17.9 

4.68 

9. Exports 

—8.9 

3.6 

13.3 

4.1 

8.6$ 

10. Freight car¬ 
ried by Rail¬ 
ways 

—0.3 

1.9 

5.3 

2.5 - 

2.4** 


* Provisional. ** Estimated. tApril-December, 1970 com¬ 
pared to April-December, 1969. J April 1 to March 26, 
1971 compared to April I, to March 27,1970. $ April 1970 
—February 1971 -compared to April 1969—February 
1970. 


employment. While faster economic growth will provide the 
main answer to the problem of unemployment and under¬ 
employment, attention needs also to be given to investment 
patterns and to the speedy implementation of specific schemes. 

The last two years have witnessed a fairly high rate of 
expansion in agricultural production. Following the re- 

Tablf II 

PRODUCTION OF FOODGRA1NS 


(Million tonnes) 



1965-66 

1966-67 1967-68 

1968-69 1969-70 

0) 

(2) 

(3) 

(4) 

(5) 

(6) 

Cereals 

62.4 

65.9 

83.0 

83.6 

87.8 

of which 

Rice 

30.6 

30.4 

37.6 

39.8 

40.4 

Wheat 

10.4 

11.4 

16.5 

18.7 

20.1 

Coarse grains 

21.4 

24.1 

28.8 

25.2 

27.3 

Pulses 

9.9 

8.3 

12.1 

10.4 

11.7 

of which: 

Oram 

4.2 

3.6 

6.0 

4.3 

5.5 

Total Food- 

groins 

72.3 

74.2 

95.1 

94 0 
• 

99 5 


Note : Figures are subject to errors of rounding. 


covery of production in 1967-68 from the abnormally low 
level of the two drought years 1965-66 and 1966-67, there was 
a marginal reduction in output during 1968-69. However* 
1969-70 witnessed an impressive increase of 6.5 percent in 
the overall index of agricultural production. According 
to latest indications, the increase in 1970 -71 is also expected 
to be highly satisfactory. 

A large part of the improved performance is due to the 
significant increase that has taken place in foodgrains pro* 
duct ion, which rose from the low level of 74.2 million tonnes 
in 1966-67 to 95.1 million tonnes in 1967-68. Inl968-69 it 
was lower by about a million tonnes. In the following year, 
however, aggregate foodgrains output once more rose to 
99.5 million tonnes and is expected to be around 105 to 106 
million tonnes in 1970-71. 

The increase in production in 1969-70 over that in the 
previous year was spread over almost all the grains. The 
output of rice exceeded the 40 million tonnes mark while 
wheat crossed the level of 20 million tonnes. The production 
of pulses exceeded the previous year’s output by nearly 1.3 
million tonnes, nearly the whole of which was due to gram. 

The increase in foodgrains output in 1970-71 has been 
spread over both the kharif and rabi seasons. Rainfall dur¬ 
ing the kharif season has been satisfactory practically every¬ 
where, with the result that the production of kharif food- 
grains is expected to be higher than last year by about 5 mil¬ 
lion tonnes; the output of rice is likely to be higher by 2.5 to 
3 million tonnes. Although winter rains were again delayed 
this year, the production of rabi foodgrains is expected to bo 
around 1 to 1.5 million tonnes higher than last year, the rise 
being mostly accounted for by wheat. The output of pulses, 
both kharif and rabi, is expected to be slightly higher than 
in the previous year. 

. The output of commercial crops does hot show guy clear 
trend of growth. While in 1967-68 there was a general im¬ 
provement, in 1968-69 oilseeds, jute and cotton registered 
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sharp declines. Sugar and coffee were the only exceptions. 
The situation in 1969-70, however, was satisfactory. The 
output of oilseeds and sugarcane rose sizably; and the 
production of raw jute and mesta almost doubled from the 
extremely low level of the previous year. 

In 1970-71, however, the production of commercial crops 
presents a mixed picture. In oilseeds, particularly ground¬ 
nuts, a rise in output is expected, even though, in terms of the 
country’s total requirements, supply will be still shorty 
The jute and cotton crops will be lower than, while the sugar¬ 
cane crop is expected to be at about the same level as, last 
year's. The output of tea will be only slightly higher: on 
the other hand, the coffee crop this year has not only re¬ 
covered from the low level of 1969-70, but will be consider¬ 
ably higher than the peak of 78,500 tonnes reached in 
1966-67. 

Progress of New Strategy 

Favourable seasonal conditions have no doubt contri¬ 
buted to the impressive growth of production in the last two 
years. However, not all of this can be explained by weather. 
To a large extent, the additional production is the result of 
sustained growth of irrigation, the spread of the new techno¬ 
logy and the expansion of fertilizers, pesticides and better 
equipment. The cultivation of high-yielding varieties of 
seeds of food crops has now taken firm root in many parts 
of the country and is spreading fast in other areas. The 
area under high-yielding varieties was about 11.4 million 
hectares in 1969-70 as compared with 9.3 million hectares 
in the previous year. As against the target of coverage for 
1970-71 of 15.05 million hectares, of which paddy would 
account for 5.66 million and wheat 5.88 million hectares, 
the actual achievement will be more than 14 million hectares. 

Further developments in our search for better varie¬ 
ties have occurred during the year under review. A new 
wheat variety, vi>. HD-1941, a triple dwarf capable of good 
response to high doses of fertilizers, has recently been re¬ 
commended for public release. There has also been some 
increase in the area under the new varieties of rice, viz., 
Jaya, Padma, Hamsa, Pankaj, Jagannath and Sabarmati. 
Intensive efforts continue to evolve high yielding varieties 
of rice suitable to the diverse agro-climatic conditions in the 
country and at the same time comparable in performance to 
that of some of the now popular varieties of wheat. Rice 
being the most important cereal crop, success in this direc¬ 
tion in crucial. 

With regard to millets, while the spread of hybrid varie- 
ties of bajra is encouraging, progress has been halting for 


maize and jowar. The existing hybrid varieties of jbwar are 
not sufficiently disease-resistant and therefore entail heavy 
expenditure on plant protection measures. In the case of 
hyorid maize, the existing varieties are of a relatively long 
duration and do not permit the sowing of a second crop. 

The area under multiple cropping increased by 1.89 
million hectares in 1969-70 » and another 1.51 million hec¬ 
tares may be added during 1970-71. The number of tube- 
wells and filter points increased by 74,5000 in1968-69, and by 
another 90,000 in 1969-70. During the same year, the num¬ 
ber of pumpsets is estimated to have increased by over 
300,000. Higher achievements are expected in 1970-71. 
The additional area benefiting from minor irrigation was 
around 1.4 million hectares in both 1968-69 and 1969-70, 
but for 1970-71 it would be higher at 1.5 million hectares. 
The area covered by plant protection measures has risen from 
16.6 million hectares in 1965-66 to about 35 million,hec¬ 
tares in 1969-70. The production of tractors in 1970 was 
of the order of 20,500 as against 18,000 in 1969; their num¬ 
ber is being supplemented through imports. Imports of 
power tillers, disc harrows, etc., are also being arranged in 
order to meet the growing demand. 

Further advances have been made with regard to the indi¬ 
genous production and supply of quality seeds of the higher 
yielding varieties. The National Seeds Corporation has, 
in this connection, expanded its activities considerably in 
supplying both foundation seeds and seed for crop produc¬ 
tion. The Corporation has continued the certification of 
seeds in most of the states, and is also helping the indigenous 
industry to develop and manufacture seed-processing equip¬ 
ment such as seed cleaners, driers, elevators, moisture me¬ 
ters, etc. The Tarai Seeds Development Corporation has 
started to supplement the activities of the NSC. 

Making Available Essential Inputs 

Agro-Industries Corporations have been set up in all the 
states with a view to making available essential inputs and 
popularising mechanised farming. The corporations are 
entrusted with the sale of tractors and other agricultural ma¬ 
chinery on easy terms, and the organisation of hiring and 
servicing centres. There is at present considerable unsatis¬ 
fied demand for agricultural machinery, particularly tractors, 
and measures such as the one above will help in extracting 
the maximum possible benefit from the existing equipment. 

Further progress has been made in the institutionalisa¬ 
tion of agricultural credit during the year. The quantum of 
credit supplied by (he co-operatives during 1969-70 is esti¬ 
mated to have risen to Rs 682 crores from Rs 615 crores in 
the previous year. The central and state governments, 


Table III 

PRODUCTION OF COMMERCIAL CROPS* 


Crops 


Unit 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

Major Oilseeds t 


Mn. tonnes 

6 4 

6.4 

8.3 

6 8 

7.6 

of which: 

Groundnuts 


Mn. tonnes 

4.3 

4.4 

5.7 

4 6 

5.1 

Rapeseed and Mustard 

Jute and Mesta 


Mn. tonnes 

1.3 

1.2 

l 6 

1.3 

1.5 


Mn. bales 

5.8 

6 6 

7.6 

3.8 

6.8 

Cotton (lint) 


Mn. bales 

4.6 

5.0 

5.5 

5.1 

5.2 

Tea 


Mn. Kgs. 

366 

376 

385 

402 

396 

Jk wo 

Coffee 


’000 tonnes 

63.9 

78.5 

57.3 

73.5J 

63. 5* 

Suzarcane (in terms of Gur) 


Mn. tonnes 

12.8 

9.5 

9.8 

12 8 

13.4 

Tobacco 


'000 tonnes 

293 

353 

369 

361 

338 


♦Relates to crop years, tlncludes groundnuts, rapeseed and mustard, sesamum, linseed and castorseed. {Estimates. 
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the Life Insurance Corporation, the Reserve Bank of India 
and the State Bank of India continued to participate in 
debenture floatations of the co-operatives. The Agricul¬ 
tural Finance Corporation has also stepped up its assis¬ 
tance for minor irrigation, rural electrification and other 
farm improvement schemes. In the wake of the nationali¬ 
sation of the leading commercial bahks the participation of 
commercial banks in agricultural financing registered a spec¬ 
tacular increase during the year under review: total advances 
of public sector banks to agriculture stood at Rs 344 crores 
at the end of December, 1970, as against Rs 160 crores at the 
end of June, 1969. 

Use of Chemical Fertilizers 

The consumption of fertilizers continues to increase, 
though the rate of growth is currently below expectations. 
Both in 1968-69 and 1969-70, the rise has been of the order 
of 15 per cent only as compared to 40 per cent in each of the 
two previous years. In 1969-70, the lower rate of growth 
was due to unfavourable weather in certain parts of the 
country, as well as shortcomings in the distribution system. 
The latter arc being attended to. Despite good rainfall over 
practically the whole of the country, fertilizer consumption 
has not picked up substantially in the year under review. 
The basic reasons for the failure of consumption to increase 
as fast as expected, namely, application of dosages below 
the recommended ones and the slow rate of absorption by 
the relatively smaller-sized holdings, continue. 

The extent of plant protection measures also, affects the 
growth of consumption of fertilizers as without them the 
farmers' investment, both money and labour, may be ren¬ 
dered infructuous. Progress in this direction has been rather 
slow, the expected coverage in 1970-71 being 42.3 million 
hectares (gross) as against a target of 80 million hectares 
for the end of the fourth Plan. 

The intensity of fertilizer application (nutrients per hec¬ 
tare of cropped area) has risen since 1966-67 by over 60 per 
cent but the rate of increase has been rather uneven as bet¬ 
ween different parts of the country. In the northern region, 
the rate of growth has been phenomenal, from 5.84 kg 
per hectare in 1966-67 to 15.04 kg in 1969-70, i.e., by as 
much as 158 per cent. This high rate of increase is obvious¬ 
ly due to the growing popularity of the high-yielding varie¬ 
ties of wheat and maize, and the existence of irrigation faci¬ 
lities. In the non-wheat growing states, the increase has 
been much less, being of the order of about 35 per cent in the 
western and southern zones, and only 15 per cent in the eas¬ 
tern zone. Slow progress in the western zone can be ex¬ 
plained in terms of poor irrigation facilities, while the lag in 
the eastern and southern zones must be partly explained by 
the preponderance of small holdings. Since plantations 
account for a substantial part of the fertilizer used, it would 
appear that, so far as the eastern zone is concerned, there 
has not been much progress in regard to field crops. 

With continuing good harvests, the pressure on the pub¬ 
lic distribution system has eased further during the year. 


However, .the government intends to continue the public 
distribution programme with a view to containing infla¬ 
tionary pressures, as well as to ensure a measure of protec¬ 
tion to the vulnerable sections of the population. The total 
volume of foodgrains distributed in 1970 was 600,000 tonnes 
less than the amount distributed during 1969. There have, 

TablbV 

PUBLIC DISTRIBUTION OF FOODGRAINS 


(Million tonnes) 



1965 

1966 

1967 

1$68 

1969 

1970 

1 

2 

3 

4 

5 

6 

Rice 

3.6 

4.1 

3.0 

3.6 

3.5 

3.1 

Wheat 

5.9 

8.1 

7.4 

5.7 

5.2 

5.4 

Other grains 

0.6 

1.8 

2.8 

1.2 

0.8 

0.4 

Total 

10.1 

14.1 

13.2 

10.4 

9.5 

8.V 


Note: Totals may not tally due to rounding off. 


however, been changes in the pattern of distribution. The 
quantity of rice sold through public channels has defined, 
while that of wheat has risen. The quantity of coarse, grains 
distributed has also declined from 2.8 million tonnes in 1.967 
to less than half a million tonnes in 1970. 

Industrial Performance 

Industrial production had increased by 6.4 per cent in 
] 968 and 7 .1 per cent in 1969. The significant rise in agricul¬ 
tural output during 1967-68 was followed by a general im¬ 
provement in the rate of growth of consumer goods industries 
and, later, of the intermediate goods and capital goods sec¬ 
tors. This improvement continued during 1969. In that 
year, food manufacturing industries increased their output 
over the previous year by 25 per cent. Other important 
groups which showed large growth in output during that year 
were electrical machinery, non-metallic mineral products, 
metal products, chemicals and power generation. Non¬ 
electrical machinery, petroleum refinery products, rubber 
products and paper and paper products also registered siz¬ 
able increases. 

In particular, the output of fertilizers went up by 22 per 
cent and the output of cement increased by 14 per cent. 
Similarly, substantial increases took place in the production 
of radio receivers, storage batteries, dry batteries and electric 
lamps. Motor cycles, scooters and mopeds too recorded 
large gains in output. Machine tools made impressive in¬ 
creases. Textiles, the most important group, however, re- 


Table IV 

CONSUMPTION OF CHEMICAL FERTILIZERS 

(Thousand tonnes of nutrients) 


1965-66 1966-67 1967-68 1968-69 1969-70 1970-71 

Nitrogenous (N) 575 738 1,035 1,208 1,360 1,425 

Phosphatic (P. O s ) 132 249 335 382 420 461 

Potassic (K a O) 77 114 . 170 170 209 226 
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corded a small decline because of the sharp fall in the pro¬ 
duction of jute goods. 

Industrial production during 1970 has not lived up to the 
promise shown in the two previous years when die econo¬ 
my was recovering from the effects of the recession. Dur¬ 
ing the first six months of 1970, the index of industrial pro¬ 
duction was higher by 6.2 per cent as compared to the 
corresponding period of 1969; since then, the growth has 
slackened. Although output continued to be higher than in 
1969 the rate of growth during 1970, in terms of the monthly 
official index numbers of industrial production, came to 4.6 
per cent. On the basis of past revisions of the “annual" 
index, however, which includes many items not included in 
the monthly index, the aggregate increase may be expected 
to be at least 5 per cent over the previous year. 

In electrical machinery, the rate of growth in 1970 has 
been lower than in the previous year, as the output of several 


lighter items such as batteries, electrical appliances and radio 
receivers was relatively stagnant. On the other hand, the 
output of transformers and electrical motors was at a much 
higher level; that of cables and wires too showed improve¬ 
ment, reflecting the greater emphasis on rural electrification. 
The production of non-electrical equipment appears to have 
suffered a set-back in the latter half of 1970. Even so, the 
output of machine tools has been higher by 25 per cent. The 
index of the aggregate output of industrial machinery has 
come down by about 5 per cent, though some individual 
items have shown substantial increases in 1970. 

While during the past year, and more, the climate for 
private investment has been good and the share market buo¬ 
yant, the actual behaviour of the new issue market presents 
a mixed picture. A considerable volume of investment seems 
to be taking place in the small-scale industrial sector. -Under 
the impetus of the new policy initiated in the banking sector, 
advances by the public sector banks to small-scale industry 


Table VI 

PROFILE OF GROWTH IN INDUSTRY 




1960-65 
average — 
annual 
growth 

Percentage change 




Industry 

Weight 

Over preceding year 


Jan. to 

Oct. 

1970 

over 

Jan.-Oct. 

1969(P) 

-> 


rate 

(per 

cent) 

1967 

1968 

1969 

1 

2 

3 

4 


5 

6 

7 


Machinery except electrical 

Manufacture of wood and cork except fur- 

(3.38) 

43.2 

4 -2.8 


f-91 

+6.9 

+4.9 

niture 

(0.80) 

27.0 

+6.3 


+7.0 

+9.9 

—302 

Transport equipment 
of which: 

(7.77) 

21.3 

—11.4 


+3.1 

—5.2 

— 

-1.3 

Railway equipment 

(3.50) 

31.8 

—21.5 


—8.5 

—10.6 

—19.4 

Metal products 

(2.51) 

21.1 

—7.8 


-5.6 

+13.1 

+3.9 

Electrical machinery 

(3.05) 

20.9 

+8-1 

+14.0 

+16.2 

+11.8 

Electricity generated 

(5.37) 

18.2 

+11 0 

+15.6 

+12.9 

+11.3 

Basic metals 

Manufacture of footwear, and other wearing 

(7.38) 

16.0 

-4.1 


+6.5 

+8.3 


-3.5 

apparel and made up textile goods 

(0.21) 

13.9 

+5.5 


—1.1 

—7.8 

_' 

12.3 

Rubber Products 

(2.22) 

11.9 

+7.0 

- 

1-17.9 

+6.6 

_ 

-2.9 

Petroleum refinery products 

(1.34) 

11.7 

+19.6 

- 

Hl.l 

+8.0 

4 

-6.2 

Chemicals 
of which: 

(7.26) 

10.8 

+2.3 

* "1 

[-14.6 

+10.2 

4 

-8.2 

Fertilizers 

(0.456) 

30.5 

+23.1 

+31.3 

+22.1 

+22.0 

Synthetic fibres 

(0.638) 

14.8 

+14.3 

+11.1 

—3.2 

+9.2 

General Index 

(100.00 

10.8 

—0.8 


+6 4 

+7.1 

4-4.7 

Non-metallic mineral products 
of which: 

(3.85) 

9.8 

+5.2 


-0.8 

+13.3 

— 

10.2 

Cement 

(1 • 17) 

7.0 

+2.1 


+5.8 

+14.1 

H 

[-2.7 

Beverage and tobacco industries 

(2.22) 

9.5 

+6.0 


+8.9 

+0.8 

H 

hi. 8 

Paper and paper products 

(161) 

9.4 

+4.4 

+10.7 

+8.9 

4 

r8.6 

Mining and quarrying 

(9.72) 

6.3 

-0.2 


+6.2 

+2.2 

H 

hi.4 

Leather and fur products (except footwear) 

(0.43) 

4.5 

—3.0 

- 

-12.0 

—13.9 


26.5 

Food manufacturing industries 

(12.09) 

4.4 

—13.2 


—3.0 

+26.3 

+16.1 

Textiles 
of which: 

(27.08) 

3.0 

—1.2 


+4.6 

—2.7 

,+l .0 

Cotton textiles 

(21.18) 

2.3 

—1.5 


+6.5 

No change 

+0.5 

Woollen textiles 

(0.63) 

7.3 

—5.5 

+17.7 

+6.9 

_ 

1-3.4 

Jute textiles 

(3.97) 

4.1 

+3.7 


—7.4 

—19.3 

+20.6 


Note: Weight? of groups will not add up to 100 because of exclusion of (i) the miscellaneous Manufacturing Industries 
group and (ii) certain items for which data are available only on an annual basis, and which are, therefore, not 
covered in the Monthly Statistics of Production. (P) provisional 
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rose by over Rs 170 crores during the period July 1969 to De¬ 
cember 1970, the number of accounts increasing by well over 
60,000. The hire-purchase scheme of the National Small 
Industries Corporation, the operations of the state financial 
corporations, and thq value of import licences issued to 
small-scale units, all indicate an upward trend in activity 
in this sector. The value of import licences issued to 
the small industrial units during the first eleven months of 
1970-71 was about one-third larger than in the correspond¬ 
ing period last year. 

Table VII 

CONSENTS FOR THE ISSUE OF CAPITAL BY THE 
CONTROLLER OF CAPITAL ISSUES, AND CAPITAL 
RAISEDt 





(Rs crores) 


1967 

1968 

1969 

1970 

A. Consents 

All Companies 

237.0 

149.0 

143.5 

100.7 

1. Government com¬ 
panies 

2.4 

5.3 

10.0 

2.2 

2. Non-government 
companies 

234.6 

143.2 

133.5 

98.5 

'i)~ Share Capital 

158.4 

96.9 

82.5 

83.4 

'a) Equity 

93.3 

52.2 

36.5 

30.2 

'b) Preference 

17.3 

11.2 

4.9 

10.3 

/ c) Bonus 

47.8 

33.5 

41.1 

42.9 

'ii) Others 'including 
debentures and loans 
etc.) 

76.2 

46.3 

51.0 

15.1 

B. Capital Raised 

Total 

263.9 

294.4 

295.2 

NA 

of which: 

Private Sector* 

86.3 

95.9 

Jan.—Sept. 

1969 1970 

89.2 44.6 67.2 




(P) 


tCapital raised is during the year, and irrespective of the 
year (s) of approval. ^Comprises equity, preference 
and debenture capital. (P) Provisional. 


There are a number of pointers to indicate that, in the 
large-scale sector too, entrepreneurial interest has been 
steadily on the increase during 1970. Although the figure of 
consents for capital issues given to non-government com¬ 
panies is lower than in the previous year, the difference is 
accounted for by loans and debentures; equity and prefer¬ 
ence issues taken together are at the same level as in 1969. 
Capital actually raised by the private sector during Janu- 
ary-September 1970 was about Rs 23- crores more than dur¬ 
ing the same period in 1969. The response to public issues 
has also been enthusiastic. The term lending institutions 
such as the IDBI, IFC, etc, have been expanding their 
operations fast. Sanctions during 1970 were Rs 51 crores 
higher than in the previous year, while disbursements rose 
by as much as Rs 28 crores. 

Other indicators of investment intentions are industrial 
licences and letters of intent issued which, during 1970-71, 
were nearly twice the figures for the previous year. A total 
of475 industrial licences were issued during 1970-71 as com- 
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pared to 219 in 1969-70, while letters of intent issued showed 
an increase from 219 to 321 over the year. The nurtiber of 
applications for industrial licences received during 1970 
was also more than twice that for the year 1969. Approvals 
by the Capital Goods Committee during 1970^71 were for 
a value about 35 per cent higher than in 1969-70. Import 
licensing of raw materials and components too during the 
year has been as much as 35 per cent higher than in the pre¬ 
ceding year. 

While developments in the private sector must, there¬ 
fore, be considered to have been on the whole encourag¬ 
ing, the fact remains that for some time to come, much 
greater support is required from public sector investment 
which not only udds to industrial potential directly but also 
creates a favourable environment for private enterprise. 
Apart from lack of industrial raw materials and organisa¬ 
tional bottlenecks, another element which has affected the 
rate of industrial growth during the year has been, as seen 
above, a weakness in demand for the investment-goods in¬ 
dustries. The generally depressed state of these industries 
in turn has affected the output of several auxiliary and an¬ 
cillary units, and has also affected the rate of employment. 
An improvement in the magnitude of public investment 
could provide an impulse and quicken the pace of activity lit 
each of these industries. During 1970-71, despite the mar-* 
kedly large Plan outlay provided for in the budget, public 
investment does not seem to have increased to the extent 
hoped for. The railways, which have been the single most 
important factor influencing investment decisions in a large 
part of the engineering industry, particularly in the eastern 
sector, cannot see their way to a substantial increase in capi¬ 
tal outlay in a not too encouraging traffic situation. There- 
have been shortfalls too in major industrial projects such as 
the Bokaro steel plant, the petrochemicals project, and the 
public sector fertilizer units. Only with regard to power 
generation, there seems to be a resurgence in public invest¬ 
ment. There is, therefore, pressing need to enlarge the scale 
of public investments in industry as well as infrastructures 
such as transport and communications if the rate of indust¬ 
rial growth is to be sustained and improved upon. 

Remarkable Progress 

In terms of the results achieved during the past two deca¬ 
des, India's rate of industrial progress has been remarkable. 
There are few commodities, including sophisticated ranges 
of industrial equipment, which the country is not now able 
to produce. Alongside with general industrial growth, 
there has been a steady spread of the technological base, 
and a large stock of skilled manpower, that could help 
accelerate the pace of industrial expansion once invest¬ 
ments pick up substantially, is also available. 

This very sophistication and intensity of growth have, 
however, brought in their train a number of specific prob* 
lems. In the recent period, much of the industrial expansion. 
has been induced by import restrictions supported, occa¬ 
sionally, by administrative price fixation for a wide range of 
industrial goods on the principle of w])at has come to be 
know as 'cost plus'. Neither practice has been particular¬ 
ly helpful towards promoting efficiency or lowering costs. 
On the other hand, if costs cannot be reduced, the demand 
both internal as well as in the foreign market, for several of 
our industrial products may remain on a low key. 

While failure to raise the production of industrial raw 
materials would also restrain industrial growth, another 
major problem is related to organisational deficiencies. Tjbe 
new industrial licensing policy goes a considerable way $o 
simplify procedures and thu& reduce delays Other simptt- 
ficatfon*—whfch could promote growth aa wett ** effiw, 
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ciency—should also be feasible, and the search for them 
will have to continue in the light of experience. 

There is the additional, and much more intricate, problem 
of generation of employment opportunities. It is not only 
a question erf the appropriate technology but also of a careful 
regional dispersal of investments so that opportunities are 
evenly distributed over the different puts of the country. 
Clearly, the scale of investments by itself will be able to meet 
only a part of the problem. The challenge has wider and 
deeper facets. The pattern of investments has to be care¬ 
fully sifted to ensure the reconciliation of the needs of pro¬ 
duction with those of absorption of labour. In selected 
areas, the objectives of local participation, additional re¬ 
source mobilisation and responsiveness to the needs of the 
people must he kept to the fore, as far as possible, in imple¬ 
menting the programmes. The employment-oriented 
schemes must, therefore, add up to an integrated Plan. 

Foreign AM 

The overall balance of payments during 1970-71 showed 
a sharp reversal from the favourable position in 1969-70. 
In contrast with the sizable increase of Rs 149.7 crores in 
foreign exchange reserves in 1969-70, there was a decline 
ofasmuchasRs 163.9 crores in the year underreview. This 
decline was, however, matched by substantial farther repur¬ 
chases of outstanding short-term obligations to the Inter¬ 
national Monetary Fund and the payment of the gold por¬ 
tion of the increase in India’s quota in the Fund. At the end 
of December 1967, the counter's outstanding short-term in¬ 
debtedness * to the IMF amounted to Rs 380.6 crores 
($507.5 million). Because of the improvement in her pay¬ 
ments position, India had repurchased Rs 226.9 crores 
($ 302.5 million) by the end of1969-70; and the balance of 
Rs 153.8 crores ($205 million) was repurchased in 1970-71. 
Thus, for the first time since the Second Ran, there are no 
outstanding drawings on the IMF. 

In 1970 India’s quota in the Fund was raised by $190 mil¬ 
lion; one-fourth of this amount, or $47.5 million (Rs 35.6 
crores), was payable in gold. The payment of this gold por¬ 
tion was effected through the purchase of $ 30 mil¬ 
lion worth of gold from the USA and through the use of 
newly mined as well as confiscated gold available with the 
government. In all, repurchases from the IMF and the 
gold quota payment involved an outgo of foreign exchange 
worth Rs 176.3 crores ($235 million)during 1970-71. 

Foreign exchange reserves (excluding fresh accrual of 


Special Drawing Rights) during the year were drawn down 
by Rs 163.9 crores. If, however, the accrual of SDR’s in 
January 1971 worth Rs 75.4 crores is taken into account, 
the decline in reserves would have been of the order of 
Rs 88.5crores. 

The substantial repurchases of rjipees from the IMF have 
been an important factor in bringing about the decline in 
foreign exchange reserves. This decline during 1970-71 con¬ 
trasts sharply with the rise in foreign exchange reserves in the 
preceding year. Foreign exchange reserves, including SDR’s 
went up by Rs 244.2 crores in 1969-70; excluding the accural 
of Rs 94.5 crores worth of SDR’s in January 1970, the in¬ 
crease in reserves would have been Rs 149.7 crores. This 
sizable rise in reserves occurred despite the repurchase of 
Rs 125.4 crores from the IMF. If allowance is made for 
this repurchase, the improvement in reserves (excluding 
SDR’s) was as high as Rs 275.1 crores. For the year 1970-71, 
the improvement in reserves on a comparable basis was, how¬ 
ever, extremely small. 

The creation of additional international liquidity through 
the SDR Scheme helped supplement India’s reserve resources. 
So far, SDR’s worth Rs 170.0 crores ($ 226.6 million) have 
been allocated to India; out of these, Rs 88.9 crores ($118.5 
million) have been utilised for repurchase and interest pay¬ 
ments to the IMF. During the past year, India was desig¬ 
nated by the IMF for the acceptance of SDR’s in exchange 
for convertible currencies. A limit of $ 14 million each was 
allocated for the last two quarters of 1970 and of $ 48 million 
for the first quarter of 1971. Until the end of March 1971, 
SDR’s worth Rs 30.6 crores ($ 40.8 million) had been ac¬ 
quired against convertible currencies. Thus, the net use of 
SDR’s by India in meeting external obligations has, during 
the last two years, amounted to Rs 58.3 crores. 

Balance of Payments : 1969-70 

A further reduction in the trade deficit was one of the 
factors leading to the overall improvement in India’s balance 
of payments during 1969-70. Payments for imports amoun¬ 
ted to Rs 1,582.3 crores and were lower by Rs 158.2 crores 
as compared to the payments made in 1968-69. At the same 
time, export receipts went up by Rs 36.5 crores to Rs 1,403.9 
crores. As a result, the deficit on merchandise account was 
reduced to Rs 178.4 crores from Rs 373.1 crores in 1968-69. 
During 1969-70, there was a much larger reduction in im¬ 
ports financed through free foreign exchange; unlike in 
1968-69, the fall in imports was not accompanied by a 
near-commensurate decline in aid utilisation. Import pay- 


Tahuj VIII 

FOREIGN EXCHANGE RESERVES 


(Rs crores) 


Year 

Gold, 
foreign 
exchange 
and SDRs* 

Variations 
in reserves 

Accrual of 
SDRs 

Variations 
in reserves 
excluding 
accruals 
of SDRs 
(3-4)' 

Net drawings 
on (+)/ 
excluding 
repayments 
(—)to 

IMF 

Variations 
in reserves 
gross of 
transactions 
with IMF 
15—6) 

1 

2 

3 

4 

5 

6 

7 

1967-68 

538.6 

60.2 

9 • 

60.2 

+24.4 

35 8 

1968-69 

576.7 

38.1 

$ 9 

38.1 

—58.5 

96.6 

1969-70 

82Q.9 

244.2 

94.5 

149.7 

—125.4 

275.1 

.1970*71 

732.4 -88.5 

75.4 

—163.9 

—176.3** 

12.4 


Provisional figures for 1970-71. *Y4ar»4iHl figures. **Indudes purchase of gold abroad for gold quota payment to the IMF. 
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meats duringl969-70 fell largely as a result of lower payments 
for food and equipment imports; payments for all other 
commodities, consisting predominantly of industrial ma¬ 
terials and intermediates, were higher because of rising 
industrial output. The decline in import payments, thus 
reflected, in the main, the growth of agricultural production, 
the progress of import substitution and the sluggish demand 
for new industrial capacity. Export receipts in 1969-70 
rose by just above 2.6 per cent owing to lower earnings from 
major traditional commodities, such as tea, jute manufac¬ 
tures, oil cakes and cashew kernels. Fortunately, non-tradi- 
tional exports, recorded a substantial increase so that aggre¬ 
gate export receipts were higher despite the setback to tradi¬ 
tional exports. 

The deficit on account of invisibles, unlike the merchan¬ 
dise deficit, widened during 1969-70, the net outflow of Rs 

149.1 crores being Rs 14.7 crores higher than in the preced¬ 
ing year. A larger net outflow on account of investment in¬ 
come was partly responsible for the higher deficit on the in¬ 
visibles account. 

The deficit in the current account amounted to Rs 327.3 
crores. The net outflow on account of unidentified trans¬ 
actions—or errors and omissions—was of the order of Rs 

14.5 crores. Current account transactions, adjusted for 
errors and omissions, thus recorded a deficit of Rs 342crores, 
which was a little over half of the comparable deficit of Rs 

621.2 crores in 1968-69. 

There was an outflow of Rs 297.6 crores because of other 
capital transactions including amortisation and repurchase 
of rupees from the IMF. Since utilisation of external assis¬ 
tance amounted to Rs 782.9 crores and SDR’s worth Rs 

94.5 crores were allocated, an overall surplus of Rs 237.8 
crores emerged. 

Balance at Payments : 1970-71 

Comparable data on balance of payments are available 
only for the first half of 1970-71. During April-Septcmber 
1970, there was a relative weakening in India's 
balance of payments, and foreign exchange reserves 


showed a decline of Rs IQ-5 crores, in contrast to tri in¬ 
crease of Rs 91 crores recorded fit the same period in 1969. 
All the main elements of the balance of payments weaken- 
ed in this period. There was an increase in imparta/a 
decrease in exports and the fail in aid disbursements, 1 the' 
impact on the country’s external reserve consequent to the 
rise in import payments was larger daring the period, as the 
phenomenon was accompanied by both a rail in export 
earnings and a decline in aid disbursements. With the dec- 
cline recorded in April-September 1970, India’s foreign ex¬ 
change reserves stood at a level of Rs 810.5 crores at the 
end of September 1970 as compared to Rs 820.9 crores at 
the beginning of the year. 

Total payments for imports during April-September 
1970 were Rs 65.4 crores more than in the same period in 
1969, in spite of a decline of Rs 32.0 crores in commodity 
imports covered by Pit 480 Title I. There was thus an in¬ 
crease of Rs 97.4 crores in the imports of other items. 
Exports over the same period dropped by Rs 24 crores to 
R$ 671.6 crores. As a combined result of the increase in 
imports and the decline in exports, the trade deficit at Rs 

177.3 crores, was double the level in April-September 1969. 

■# 

The invisibles account of India’s balance of payments ' 
also showed a deterioration of Rs9.9 crores in April-Sep- 
tember, 1970. 

Receipts of external assistance during April-September 
1970 amounted to Rs 374.0 crores, showing a decline of Rs 
46.9 crores from April-September, 1969. Utilisation of 
assistance under PL 480 Title I indicated a fall of Rs 
32.0 crores. The disbursements from loans also show¬ 
ed a drop of Rs 34.1 crores, at Rs 268.1 crores. 
Orants were, however, larger by Rs. 19.2 crores. While 
the lower utilisation of imports under commodity assistance 
under PL 480 Title I reflects an improvement in domestic 
food supplies, the lower utilisation of other loans was the 
result of a decline in aid availability. 

The larger trade deficit.and the deterioration in invisibles 
led to a deficit in the current account to the extent of Rs 


Tabu Ijff 

INDU S BALANCE OF PAYMENTS* 


(Rs crores) 



1967-68 

1968-69 

1969-70 

April-September 



1969 

1970 

1. Imports 

2042.8 

1740.5 

1582.3 

783.5 

848.9 

2. Exports 

1254.6 

1367.4 

1403.9 

695.6 

671.6 

3. Trade Balance (2—1) 

—788.2 

—373.1 

—1784 

—87.9 

—177.3 

4. Invisibles (net) 

—160.1 

—134.4 

—149.1 

—60.3 

—70.2 

5. Current account (net) 

—948.3 

—507.5 

—327.5 

-*1485 

-247.5 

6. External assistance (gross) 

1123.5 

851.5 

782.9 

420.9 

374.0 

7. Other capital transactions including drawings'on 
and repayments to IMF (net) 

—18.8 

—192.2 

—297.6 

—134.4 

—138.6 

8. Errors and omissions 

—85.6 

—113.7 

—14.5 

-47.3 

+1.6 . 

9. SDRs. 

si 

* 9 

94.5 

• * 


10. Movements in foreign exchange reserves [Increase (+) 
Decrease (—)] 

+70.8** 

+38.1 

+237.8** 
- - — 

+91.0 

■' -1Q,5 


* The balance of payments data on imports and exports are based on exchange control recoirds and other sources, afiddififer. 
slightly from the data published by the Director General of Commercial Intelligence and Statistics. : r - 

••Exclude changes in reserves arising from devaluation of the pound sterling ife Noyeoi|ter, l96Tat^'^^B^^':dfw'BM" • r \ 
in October, 1969;.the figures in the Table VIII on foreign exchange 
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247.5 crores in April -September 1970 as compared to Rs 
148 ; 2 crores in April-September, 1969. Taking into account, 
the unidentified flows shown under “errors and omissions” 
which turned, during April-September 1970, to an inflow of 
Rs 1.6 crores as compared to an outflow of Rs 47.3 crores 
in the same period in the previous year, the deterioration in 
the current account deficit was Rs 50.4 crores. In April- 
September 1969, the net inflow in the capital account in¬ 
cluding external assistance (Rs 286.5 crores) had exceeded 
the current account deficit (Rs 195.5 crores) by Rs 91.0 
crores, which ^had accrued as an addition to reserves. Jn 
contrast, during April-September 1970, the net inflow in 
the capital account (Rs 235.4 crores) fell short of the 
current account deficit of Rs 245.9 crores by the amount 
of Rs 10.5 crores, which had therefore to be drawn from 
the reserves. 

Reduction in Imports 

The value of- import arrivals as recorded by the 
DGCIS during 1969-70 fell by about 18 per cent from 
the previous year’s level. There was a further reduction in 
imports of foodgrains by Rs 75.6 crores, or by about 22.5 
per cent, almost entirely due to a sharp fall in imports of 
wheat. The value of non-food imports declined by about 17 
per cent, because of improved availability of certain agri¬ 
cultural materials, import substitution and slower growth of 
demand for new industrial capacity. 

Imports of cotton declined sizably due to lack of demand 
for textiles during the year. While jute imports fell to a low 
because of*grcater internal availability, imports of vegetable 
oils increased for the opposite reason. Greater domestic 
production also reduced the import of non-ferrous 
metals and aluminium. On the other hand, imports of in¬ 
termediates and materials such as paper and paper board, 

, Table X 

IMPORTS: BROAD COMMODITY GROUPS 

(Rs crores) 

April April 

1969 1970 

Commodity 1967-68 1968-69 1969-70 to. to 

October October 
1969 1970 


1. Food 

518.2 

336.6 

. 261.0 

175.9 

124.9 

2. Cotton 

83.0 

90.2 

82.8 

54.1 

70.1 

3. Jute 

1.8 

9.3 

1.1 

1.1 

0.1 

4. Animal and 
vegetable oils 
and fats 

34.4 

19.3 

29.6 

21.5 

27.1 

5. Fertilizers 
and fertilizers 
materials 

209.5 

198.2 

107.4 

65.5 

51.5 

6 . Petroleum 
products 

74.8 

133.2 

137.9 

79.3 

74.7 

7. Metals 

195.2 

175.2 

155.6 

99.9 

141.3 

8 . Machinery 
and trans¬ 
port equip¬ 
ment 

503.1 

513.9 

392.7 

230.5 

217.1 

9. Others 

387.6 

470.3 

441.0 

211.1 

255.6 

-Total 

2007.6 

1908.6 

1567.5 

938.9 

932.4 


Source: Monthly Statistics of Foreign Trade of India, 
DGCI Sc S. 


petroleum, oils and lubricants and raw wool increased 
slightly. 

Equipment imports during the year fell even faster than 
imports of foodgrains. The value of imported industrial 
machinery and transport equipment declined by nearly 24 
per cent owing to the slow growth of investment outlays in 
the recent past and a fairly rapid rise in the output of ma¬ 
chine-building industries. 

As a result of rising industrial output, higher levels of 
public investment, and improved outlook for private invest¬ 
ment the demand for imports picked up again in 1970-71. 
Shortages of certain raw materials and intermediates such 
as cotton and metals added further to the demand for im¬ 
ports. During the first eleven months of 1970-71 aggregate 
imports, for the first time since the devaluation of the ru¬ 
pee in 1966, exceeded the preceding year’s level. Total im¬ 
ports during April 1970-February 1971 were 4.6 per cent 
Higher than in the corresponding period of 1969-70. 

Commodity-wise details of imports are available only 
till the month of October 1970. Food imports fell during 
April-October 1970 by Rs 51 crores as compared to the 
same period in 1969; raw jute imports were reduced to a 
trickle. Raw cotton imports, however, rose by nearly 30 
per cent owing to the shortfall in domestic production. 
Imports of oils and fats, too, were higher by Rs 5.6 crores 
than in April-October 1969. Larger imports of oils and 
fats reflect the decision to stabilise internal prices by supple¬ 
menting internal availability with adequate imports. 

Large Steel Imports 

Metal imports during April-October 1970 went up 
sharply to Rs 141.3 crores from Rs 99.9 crores over the 
same period in the preceding year. Substantially higher 
output of engineering goods and the unsatisfactory position 
of domestic steel output during 1970 led to large volume of 
steel imports. Although aluminium output expanded fast 
in 1970 as well as in 1971, the rise in production was inade¬ 
quate to meet a sharp increase in demand, particularly on 
account of the rural electrification programme. The de¬ 
mand for copper too went up with a steep increase in the 
production of electric motors, transformers, switch gear and 
cables and wires. The rate of decline in equipment imports 
considerably slowed down during April-October 1970; 
this reversal of the trend is expected to persist. 

The demand for imports is expected to go up substantially 
in 1971-72. The factors mentioned above continue to ope¬ 
rate even more strongly on the demand for steel and non- 
ferrous metals. The shortage of cotton, necessitating large 
imports in 1970-71, may persist because of the need to raise 
the output of medium quality cloth for meeting both the de¬ 
mand from lower income groups and the fibre requirements 
for exports. Along with the growing demand for cotton, 
the demand for synthetic substitutes, especially staple and 
polyster fibres, is also likely to rise further. Among other 
major commodities, imports of crude petroleum are expected 
to increase because of rising throughput of refineries m the 
country; besides, the import bill for petroleum products 
may rise in case increase in international oil prices are agreed 
to Current import licensing trends also point towards a 
fairly generalised increase in the demand for imports: the 
overall value, of imports licensed during 1970-71 was 35.6 
per cent higher than in 1969-70. 

Exports 1969-70 

The growth of exports slowed down considerably during 
1969-70. The rate of growth of exports (as recorded by the 
Director General of Commercial Intelligence and Statistics) 
fell to just around 4.0 per cent from the exceptionally high 
rate of 13.3 percent in 1968-69 and was well below the annual 
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Plan target rate of seven per cent. An exceptional combi¬ 
nation of unfavourable factors brought about this marked 
slowdown in the pace of expansion of exports: unfavoura¬ 
ble world market conditions for major traditional exports; 
growing pressure of domestic demand; and the scarcity of 
certain key raw materials like steel and non-ferrous metals. 

Export proceeds from the traditional group of commodi¬ 
ties actually fell during 1969-70 by 3 per cent. Exports of 
jute manufactures fell slightly, due to the slow growth of 
demand, increasing competition from Pakistan and theemer- 
genco of synthetic substitutes. Exports of tea declined by 
Rs 32 crorcs because the average realised price fell by as 
much as 8 per cent due to weak world demand. In an 
attempt to stem the fall in international prices,tea produc- 
ingjeountries, including India, entered into an agreement to 
reduce the amount of tea placed on the world market by 90 
million pounds during 1970. 

Decline in Cotton Piece-Goods Exports 

Exports of mill-made cotton piece-goods fell by Rs 3.1 
crores in 1969-70.International market conditions rather 
than domestic factors caused this decline. However, be¬ 
cause of a doubling of exports of cotton yarn, exports of 
mill-made cotton textiles, including yarn and apparel, rose 
by about 14 per cent. There was a rise in yarn exports to 


the UAR, erastern Europe and Burma. Burma, in fact 
replaced the UK as the single largest outlet for Indian cot 
ton yam. 

Exports of cashew kernels fell by Rs 3.5 crores as a conse 
quence of weaker export demand and growing Internationa 
competition. The value of exports of raw tobacco fell slight* 
ly because of lower average export prices and stagnant pro 
duction of Virginia leaf. Inadequate domestic productior 
held up the growth of oilcake exports which fell by Rs £ 
crores. But the exports of spices went up by Rs 9 crores 
Among other traditional commodities, there was a rise it 
export earnings from coffee, raw cotton and handlooix 
cloth, while manganese ore exports recorded a substantia 
fall, owing, in part, to lower export prices. * 

Exports of the non-traditional group of commodities ex¬ 
panded by 13.5 per cent during 1969-70. Although export! 
of engineering goods increased by nearly a third, the rate oi 
growth slackened considerably due mainly to rising internal 
demand and the scarcity of steel. For the same reason, ex¬ 
ports of iron and steel rose only marginally. Exports ol 
iron ore, however, rose significantly because of the rising 
world output of steel and the consequent growth in the de¬ 
mand for iron ore. The value of exports of fish and allied 
products increased by nearly forty per cent due to higher out- 
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put and an expanding world market. Exports of both 
chemical products and leather goods also recorded a signi- 
' Scant rise during 1969*70. There was, however, a slight de¬ 
cline in the exports of gems and jewellery. 

Experts 1970-71 

The same forces which inhibited the growth of exports in 
1969-70 continued to operate, sometimes with greater inten¬ 
sity, during the first half of 1970-71. World demand for tea 
and jute goods weakened further; steel, aluminium and other 
non-ferrous metals continued to be in short supply; 
a raw cotton shortage emerged; the pressure of domestic 
demand on exportables continued to build up. Further¬ 
more, exports were severely hit by the bargemen’s strike 
at the Calcutta port during June and July 1970. Conse¬ 
quently, export earnings during the first half of 1970-71 
t rat by about 0.6 percent as compared to the first half of 
1969-70. From October 1970 onwards, however, exports 
recovered smartly owing to the easing of the abnormal situa¬ 
tion prevailing earlier, measures taken to generate adequate 
export supplies and liberalisation of the requirements of 
imported raw materials, particularly steel, for export in¬ 
dustries. Provisional data on exports for the period April 
1969-February 1970 reveal that exports during this period 
recorded an increase of 8.6 per cent as compared to the 
corresponding period of 1969-70. On present indications, 
the growth rate during the entire year 1970-71 is expected 
to be 8-8.5 per cent which would exceed the 7 per cent 
annual growth target set for exports in the fourth Plan. 
This highly satisfactory growth of exports during 1970-71 
was made possible by a rise in export earnings from a wide 
range of commodities, traditional as well as non-tradi- 
tional. Increases in export earnings were especially sub¬ 
stantial in the latter half of the year in the case of com¬ 
modities such as iron ore, engineering goods, oil cakes, tea, 
sugar and spices. 

Commodity-wise export statistics are, at this stage, avail- 
ableonty upto the end of November 1970. In jute manufac¬ 
tures, the port strike combined with adverse conditions in 
the world market brought about a sharp decline in export 
earnings. During April-October 1970, export earnings 
from jute manufactures were nearly 15 per cent lower than 
during the same months in 1969. The decline was due 
mainly to a steep fall in carpet backing exports, owing to 
the slowdown of house construction in the USA as well as 
developing competition from synthetics and, to a smaller 
extent, from Pakistan. Output and exports of jute goods 
were hit further by the strike of dock labour in November 
followed by a strike in the jute-mjlls during December. 

Decline Arrested 

The declining trend in the value and volume of exports 
of tea was arrested during the year. Exports during April- 
November 1970 were higher by over 10 per cent than in the 
same period in 1969, as a result of both of an increase in the 
quantum of exports and a higher unit price realisation. The 
regulation of export supplies by producing countries during 
1970 thus appears to have had a significant effect in halting 
the downward trend in prices. With the extension of the 
agreement to exports in 1971 and the drawing down of 
stocks in London, tea exports from India are expected to 
fhre considerably better this year. 

Exports of mill-made cotton textiles, particularly of 
mill made piece goods, registered . a significant increase 

f ring Apnl-October 1970 over the corresponding period 
the preceding year, but the value of yarn exports tell by 
’ about a sixth despite a sharp rise in the export unit value. 

. JjgjkHt* of handloom fabrics rose only marginally. Among 
bth£r traditional items, export oarrtingsfrom vegetable oils 
oilcakes, coffee, manganese ore and spices were higher, 
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duringthe first eight months of 1970-71; however, because of 
the steep fall m exports of jute manufactures, tradition! ex¬ 
ports, as a whole, shoved only a small increase of 2 per cent 
The value of cashew exports declined a little, in spite of a 
hi her export price fetched, largely because of the fall in the 
volume of export on account of competition from Brazil 
and east Africa. The value of oilcake exports was more 
than 40 per cent higher than in April-November 1969 be¬ 
cause of both better export prices and a sharp rise in’ the 
?<*o t '»n m of ex ports following higher oilseeds production in 
1969-70. In view of a still better groundnut crop in 1970- 
71, oilcake exports are expected to pick up further. The 
value of tobacco exports .increased only slightly despite an 
appreciable increase in export prices. Although the volume 
of pepper exports fell by about 20 per cent, the value of ex¬ 
ports recorded a significant increase because of a substantial 
rise in international prices. Again, due to buoyant export 
demand, managanese ore exports rose by nearly 22 per cent 
notwithstanding a shift in the export mix towards cheaper 
low manganese content ores. ’ 

Non-TradUloiial Commodities 

Exports of non-traditional commodities continued to rise 
at a faster pace; duringthe first eight months of 1970-71 ex¬ 
ports of this group of commodities were about 15 per cent 
higher than in April-November 1969. Iron ore exports 
rose by about 40 per cent in April-November 1970 as com¬ 
pared to the same period inl969; the rate of growth for the 
whole.fl*».70w„ooly7pe, 'em. Th.e^olieriiJg 
output of steel all over the world, and especially in Japan, 
prospects for exports of ore are particularly bright; and the 
ore may, within the foreseeable future, replace tea as the 
second most important foreign exchange earner. Exports 
of iron and steel manufactures showed an increase of about 
20 per cent during April-November, 1970. as against 

'grease of about 4 per cent during tbe full year 
1969-70. There was a marked increase in the exports 
ot many other non-traditional items as well, such 
as sugar, footwear, ferro-manganese and alloys, mineral 
fuels and lubricants, chemicals and plastic products, and 
rubber manufactures. The value of engineering exports 
rose over the eight-month period by about 19 per cent com¬ 
pared to a rise of roughly 33 per cent in 1969-70. Owing 
partly to the shortage of metals and partly to rising internal 
demand, the rate of growth of engineering exports slackened 
considerably in the case of industrial machinery and metal 
manufactures; exports of electrical machinery remained 
stagnant; exports of transport equipment alone recorded a 
sharp increase in the rate of growth. In order to maintain 
the growth of exports, steel requirements for export produo 
tion were met by pre-empting internal supplies or through 
bulk imports; and, domestically produced aluminium which 
is cheaper, was allocated for export production. * 

In the case of each of these non-traditional commodities 
however, there has been a dramatic improvement in export 
performance in the latter half of the fiscal year, and the rate 
of growth in this period is estimated to have substantially ex¬ 
ceeded the rate that obtained in the corresponding period of 

1969- 70. 

Exports of both marine products and leather goods, 
which had risen appreciably in 1969-70 were lower duringthe 
fir9t eight months of 1970. Export supplies of marine pro- 
ducts are now beginningto be limited by inadequate capacity. 
The growth of exports in the future, by and large, would de^ 
pend on the rapidity with which further investment in fishing 
vessels, particularly deep sea fishing trawlers, materialises. 

' Exports during 1971-72 are expected to rise as much as in 

1970- 71. As a result, the average annual increase in exports 
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during the first three years of the fourth five-year Plan is 
likely to maintain the targeted rate of growth. Given an 
assured supply of steel and other scarce inputs for export 
production, exports of engineering goods are expected to 
expand satisfactorily. Significant increases in exports of 
other non-traditional commodities are also likely to occur. 
Iron ore exports, in particular, may be considerably higher 
owing to the continued expansion in world steel output. 
Traditional commodities arc likely to fare better partly as a 
result of better export demand and partly because of improve¬ 
ment in availability. However, the need to strive for an 
even faster expansion of exports cannot be over-emphasised; 
this is the only way in which a healthy payments position can 
be maintained in the face of rising import requirements and 
debt service payments. 

External Assistance 

The volume of external assistance available continued 
Jo decline in 1970-71. Fresh aid commitments, including 
debt relief and unutilised aid commitments ofearlier years, to¬ 
gether a mounted to Rs 2,484 crores, Rs 257 crores less than in 
1969-70. New commitments, which had risen to Rs 831 
crores in 1969-70, after declining in the two previous years, 
amounted to only Rs 61 2 crores in 1970-71. The availability of 
externa! credit has been affected adversely over the past few 
years because fresh commitments have lagged behind even 
the declining levels of utilisation of assistance. Thus, against, 
a utilisation of Rs 1,196 crores, Rs 903 crores and Rs 866 
^crores in 1967-68, 1968-69 and 1969-70 respectively, commit¬ 


ments in.these years amounted to Rs 795 crores, Rs 756 
crores and Rs 831 crores respectively. 

As a result the qqantumof unutilised aid has been shrink¬ 
ing steadily. Aid in the pipeline, which at the beginning of 
1967-68 amounted to Rs 2,451 crores was reduced to only 
Rs 1,872 crores at the beginning of 1970-71; during1970- 
71 it fell further, by Rs 157 crores, to Rs 1,715 crores owing 
to the decline in fresh aid commitments for the year. Pro¬ 
ject and non-project credit in the pipeline taken together, 
which stood at Rs 1,694 crores at the beginning of 1970-71, 
diminished further during the year to Rs 1,637 crores, almost 
entirely as a consequence of the drawing down of non-project 
credit. Outstanding unutilised non-project credit, which at 
the beginning of 1970 71 amounted to Rs 540 crores, fell to 
Rs 462 crores by the end of the year, largely because commit¬ 
ments for 1970-71 are expected to amount to only Rs 342 
crores as compared to Rs 394 crores for the preceding year. 
The overall availability of PL 480 assistance, which had im¬ 
proved a little during 1969-70 was substantially reduced dur¬ 
ing 1970-71 as there were no fresh aid aggreements. Conse¬ 
quently, the PL 480 pipeline, which amounted to Rs 149 
crores at the beginning of the year, tapered off to Rs 54 
crores by the end of it. However, a fresh PI 480 agreement 
between India and the USA for Rs 112.5 crores was signed 
on April 1, 1971; the amount covered by the agreemerft 
wasincreasedbyRs5.6croresin May, 1971 to accommodate 
additional supply of soyabean oil. 

Credit utilisation, like credit availability, continued to 
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decline in 1S70-71. Moreover, the decline in aid utilisation 
was much larger than what had taken place in 1909-70. 
Disbursements of foreign aid, which had fallen by Rs 37 
crores in 1969-70. dropped by Rs 97 crores dating 1970-71. 
This faQ in aid utilisation was brought about largely by a 
decline in ajd-flfianced food imports and in the disburse¬ 
ment ofnon-project credit. The inflow of aid-financed 
food imports dropped from Rs 155 crores in 1969-70 to Rs 
99 crores in 1970-71, while the disbursement ofnon-project 
credit shrank from Rs 448 crores to Rs 390 crores The 
utilisation of project credit is estimated to be marginally 
higher in 1970-71. However, this slight rise has not been 
able to reverse the declining trend in the utilisation of non¬ 
project assistance as its availability is falling. Also, though 
commitments of project credit have been rising somewhat, 
the level has not kept pace with the rate of utilisation. 

Table XI 

INFLOW OF FOREIGN ASSISTANCE 
GROSS AND NET 


(Rs crores) 


Item 

1967-68 

1968-69 

1970-71 
1969-70 (provi¬ 
sional) 

1 

2 

3 

4 

5 

I. Gross ard disburse¬ 
ment 

1196 

903 

866 

769 

of which: 

(a) PL 480 food aid* 

285 

131 

136 

63 

(b) PL 480 non-food 
aid* 

57 

27 

33 

32 

(c) other food aid 

45 

55 

19 

36 

II. Gross Aid excluding 
food aid 

866 

717 

711 

670 

III. Total debt servicing 

333 

375 

412 

435 

of which: 

(a) Amortisation pay¬ 
ments 

211 

236 

268 

283 

(b) Interest payments 

122 

139 

144 

152 

IV. Net aid flow (I—III) 

863 

528 

454 

334 

V. Net aid flow exclu¬ 
sive of food aid, 

(II—III) 

533 

342 

299 

235 


■"Include assistance by way of imports tinder rupee pay¬ 
ment terms and under convertible currency credits. 
Gross aid disbursements take into account debt relief 
inclusive Of debt rescheduling/postponment, etc. Debt 
service payments relate to those involving foreign 
exchange. 

During recent years, the net inflow of foreign credit has 
i been falling even faster than the utilisation of external assis¬ 
tance; for, along with lower rates of credit utilisation, debt 
service payments have been steadily increasing. Interest 
payments on, and amortisation of, external debt, which to¬ 
gether amounted to only Rs 143 crores (in post-devaluation 
rupees) during 1961-62, had more than doubled by 1967-68. 
Debt service charges have continued to rise; from Rs 333 
crores in 1967-68, they rose to Rs 435 crores Mr 1970-71. 

/ Consequently, the net inflow of foreign assistance, which 
' amounted tb R* B63 crores in 1967-68, was reduced to only 
. Rs.334 crores in 1970-71. No doubt lower levels of extern- 
a«l ae#»tance, both gross and net of debt servicing reflect, 
} ht rile reduced dependence on food aid, following im¬ 


provements in agricultural output. Even so, the decline in 
other types of external credits, net of debt service payments 
has also been steep. The net inflow of such credits declined 
from R$ 533 crores in 1967-68 to Rs 235 crores in 1970-71. 
The actual contribution of external assistance to the financing 
of development is, thus, steadily going down and is tending 
to become only a marginal adjunct to the domestic savings 
effort. During the second ana third Plan periods, the net 
inflow of external resources financed about one-fifth of the 
investment outlays. But, by 1969-70, the share of net ex¬ 
ternal financing in investment had fallen to only 13 per cent; 
and, during the fourth Plan period, the net inflow of exter¬ 
nal resources is estimated to meet only 8 percent of aggregate 
investment expenditures in the economy. 

In the coming years, debt servicing will continue- to ab¬ 
sorb substantial foreign exchange resources. During 197)- 
72, debt service charges are estimated to reach the high level 
ofR$458 crores (S610million); for many years to come, the 
annual outgo of foreign exchange on account of servicing of 
debt already incurred will continue to be well over the level 
of 1970-71, that is Rs 435 crores ($580 million). This sub¬ 
stantial burden is largely attributable to the comparatively 
harder terms, both as regards interest rates and maturity pe¬ 
riods, attaching to a considerable part of the foreign debt 
contracted during the second Plan and the early years of the 
third Plan. Already debt servicing absorbs .nearly 30 per 
cent of India’s export earnings. During the entire fourth 
Plan debt servicing, it is eslimarted, will claim 26.5 per cent 
c>f export proceeds: this proportion may turn out to be even 
larger in the event of exports falling short of the Plan tar¬ 
get. Thus, the need for debt relief and the softening of aid 
terms cannot be over-emphasised. 

Debt Relief 

Recognising the need for debt relief, > the Aid-lhdia 
Consortium had fixed a target of Rs 225 crores ($ 300 mil¬ 
lion) for debt re-scheduling or re-financing for the three-year 
period ending in 1970-71. For 1970-71, Rs 85.5 crores 
($114 million) were pledged as debt relief by the Consortium 
members, bringing the total debt relief extended since 1968-69 
to Rs 241.5 crores ($322 million). Apart from debt relief 
granted by the donor countries and institutions, there has 
also been in recent years some softening aid terms. Con¬ 
sequently, there has been a slight rise in the average matu¬ 
rity of outstanding debts as well as a marginal fall in 
the average rate of interest on such debts. PL 480 
aid, however, has been an important exception to this trend 
towards softer terms, as there has been progressive increase 
in the portion of the loans required to be repaid in dollars. 
In the April, 1971, agreement, the latter forms 80 per cent 
of the total value of the loan. 

Most of the foreign credit at present has to be utilised 
for imports from the particular lending countries. The dis¬ 
advantages to the recipient country of credit tying by donor 
countries have been generally recognised and efforts are being 
made to find ways of untying assistance for development. 
A step in the direction of untying of aid was recently taken 
by the USA which decided to relax partially the country- 
tying of loans offered by the Agency for International De¬ 
velopment; AID loans to developing countries can hence¬ 
forth be utilised for purchases not only from the USA but 
also from the specified developing countries. This con¬ 
cession may enable India to meet some of her requirements 
of industrial materials and inputs from other developing 
countries as well as to bid for AJD-financed export orders 
from them. However, untying, if it is to bring about a 
geneial mprovement in the quality of aid, will have to be 
extended further so as to cover a major portion of external 
assistance. 
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COROMANDEL FERTILISERS 
LIMITED 

Statement of the Chairman, Dr. Bharat Ram, at the Ninth Annual 
General Meeting of the Shareholders of Coromandel Fertilisers 
Limited held on June 9, 1971. 


DR BHARAT RAM 

LADIES AND GENTLEMEN: 

I have great pleasure »n welcoming you to the Ninth 
Annual General Meeting of the Company. 

The year has begun propitiously and augurs well for the 
country. The General Elections have happily given the 
Prime Minister the required strength to implement boldly 
her policy aimed at growth with social justice. The spectre 
of a weak Government at the Centre need no longer haunt 
us. I hope at all levels meaningful cooperation, born of 
informed reason and conviction, will be extended to her. 
Private enterprise will undoubtedly rise to the occasion and 
cooperate with Government in this common endeavour of 
removing.poverty and raising living standards. We are for¬ 
tunate that our business, our concern with the farmer, brings 
us into the very heart of the ‘Green Revolution'. Your Com¬ 
pany has the faith that the Green Revolution will remain 
green. I cannot resist the temptation of quoting Dr Norman 
E. Borlaug here who said that “Indian scientists have played 
a major role in launching the Green Revolution,” and that 
the farmers here, millions of small farmers, as in other parts 
of the world, have shown a remarkable willingness to accept 
the new discoveries of science and adopt the new technology 
in agriculture. 

The food situation has improved since we met last and it 
seems possible that the country will have built up sufficient 
buffer stocks. The remarkable performance in wheat 
has given us greater confidence. Nearer home in Rajendra- 
nagar, a bana of dedicated rice-breeders have demonstrated 
that interdisciplinary efforts can bring hope into the world 
of rice. The introduction of 'Jaya' is promising and before 
long, we may witness a revolution in rice, followed hopefully 
by equally encouraging results in other cash crops. 

Plant 

When we met last, I shared with you the hope that 1970 
would sec the Company move into a profit situation. This 
the Company has done, though it a modest measure. The 
Plant has operated well and at near design capacity, except 
for two unprecedented breakdowns which resulted in a signi¬ 
ficant loss of production. Many corrective steps have been 
taken to ensure that such breakdowns do not recur.i There 
arc still some areas over which we have little control and 
which cause us concern. The interruptions in power supply 
is one of these and your Management is working closely 
with the Andhra Rradesh State Electricity Board to ensure 
stability in power supply. Also the construction of a ten 


million gallon water storage reservoir has been taken on hand 
to reduce uncertainties in water supply. 

I am glad to report that the Company's labour relations 
have been cordial and satisfactory. In-plant training 
facilities and induction of operational practices and procedur¬ 
es are a regular feature at the Plant. The Company also has a 
regular apprentice training scheme whereby 26 apprentices 
are given regular on the job training in various mechanical 
trades. 

In August 1970, your Management entered into a three 
year agreement with the Employees’ Association at the 
riant agreeing to a wage revision taking into account the 
high cost of living and the wage structure prevalent in the 
industry. 

Marketing and Distribution 

We are gratified to find our product being accepted 
in a wider area of the country. This has been a welcome 
feature in the context of the intensified marketing strategies 
which your Management has launched, to ensure that this 
basic input is available to the farmers at the right place 
and in right time. To cater to areas where there was a poten¬ 
tial demand for your Company's fertiliser, Rallis India Limit¬ 
ed, a company with a distinguished record and experience, 
were appointed as another major selling agent for yourCom- 
P*ny. 

Your Company has continued its programmes in the 
areas of farm service, demonstration plots, soil testing and 
newsletters for farmer education and this effort will be wither 
strengthened. 

If our agricultural strategy is to succeed, it must rest on 
the adoption of an integrated package of practices. As 
nitrogen management is significant to plant lift, so is ‘credit 
management' important from the farmer's viewpoint. We 
hop* that the institutions concerned with credit will ensure 
that adequate credit is made available all along the line so 
that the.farmer's purchasing power is strengthened and this 
vital input goe$;intp the soil at the right time. 

One major concern In this area, viz, movement of ferti¬ 
lisers from the Plant to various points has not been sighjfl- 
eatitiy . relieved, \ou wfti recognise that the movement 
of fertiliser over a wide/area depends the timely 
a^iie&lity of raitwego^ < 

twiin tm, ifon'rf'jiwlm*' 
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seriously disrupted the even flow of fertilisers and we have 
taken steps to bring this to the notice of the concerned a utho- 
rities. This led. His to explore and establish p*Ore storage 
points all over the country. These limitations impose extra 
costs in the handling of our product. We hope that recog¬ 
nising the practice in ^other States w$o have abolished sales 
tax levy, the Andhra Pradesh Government wilt also abolish 
sales tax on fertiliser and thus help in reducing the cost of 
fertiliser to the farmers* 

Expansion 

Details of the Phase I Expansion programme have been 
given in the Directors* Report* Your Management is in 
active consultation with International Finance Corporation 
representatives of the World Bank for financing the foreign 
exchange cost of the project. Immediately on receipt of a 
favourable response the engineering and allied work will 
commence. Details of the Phase fl expansion are under 
Government's scrutiny and a decision is awaited soon. 

Other Activities 

Your Company continues its interest in educational acti¬ 
vity. Apart from the scholarships we have endowed at the 
University level, we have instituted a fellowship for investi¬ 
gation and research in regard to application of fertiliser in 
dry areas and this project is being carried out in collaboration 
with the Indian Agricultural Research Institute. The Coro¬ 
mandel Lecture this year was delivered by the distinguished 
scientist, Dr Norman E. Borlaug widely acclaimed as the 
apostle of the Wheat Revolution and who was awarded the 
Nobel Peice^rize in 1970. Also on this occasion, the Com¬ 
pany announced the institution of the Norman E. Borlaug 
award for outstanding contribution in the field of agriculture. 
The details will be worked out in close association with the 
Indian Agricultural Research Institute. 

A distinguished scientist of international fame recently 
observed: “We now have the scientific tools and competence 
to achieve a major technological change in our agriculture. 
If we follow the path of science, old varieties in all crops can 
soon give place to new ones characterised by a greater capacity 
for yield per day and per unit of water. Most of the factors 
causing instability can be scientifically destroyed, pest 
control can be practised without polluting the atmosphere, 
dryland farming can be profitable. We have the means 


attd the technical capability to launch such a mass move¬ 
ment of agricultural transformation and rural uplift." 

Wo shall, in modest measure, provide the determination 
and passion to act. 

Directors 

Since the last meeting, the Company accepted with regret 
the resignations of Messrs. J. Z. Hoffman, L. L. Powell, 
K.C. Madappa, C. R« Rao, Sushi) Kumar and C. S, Denni¬ 
son. On your behalf, I would like to thank these Directors 
for .their services to the Company. 1 would particularly like 
to record the Company's deep appreciation of the services 
rendered by Mr. C. S. Dennison who played a ritajorrole in 
formulating the concept of this Company and later in its 
founding. One of the original Promoter Directors, Mr. 
Dennjson throughout his many years of association wjth the 
Company has always been in the vanguard of the forward 
thinkers and doers who are helping to solve the probleitis of 
those Jiving a life of y&rcity. 

The Company had pleasure in welcoming Mr M.N. Kale 
and Mr N. P. Chakraborty, nominees of the 1DBI and IFCI 
respectively and Mr Anil De and Mr R, B, Earner (Jr) who 
joined the Board during the year. 

Your Company has had its share of problems and anxie¬ 
ties. However, the signs of growth, profitability and improv¬ 
ed marketing and extension performance have been signi¬ 
ficant during the year under review, and this has been due to 
a very close and happy cooperation of workers and manage¬ 
ment. I congratulate them for their dedication and loyalty. 
To Mr J.H. Eckart, who will shortly leave us, a special mea¬ 
sure of thanks is due. He came in at a critical time and under 
his stewardship the Company has moved to strength. He 
pressed into the service of the Company his broad vision, a 
sense of realism and an intimate knowledge of technical and 
human problems. We wish him success in his new assign¬ 
ment. May I also welcome Mr. Lamer who will take over 
from him as the new Managing Director of the Company. 

Thank you, Ladies and Gentlemen. 

< Note : This does not purport to be a record of the pro¬ 
ceedings of the Annual General Meeting). 
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ASSOCIATION MEETING 

INDIAN SUGAR MILLS ASSOCIATION 

Problems and Prospects of Sugar Industry 

By S. K. SOMAIYA 

Extracts of Presidential address of Sfturi S.K. Somaiya delivered at the 38th Annual 
General Meeting of Indian Sugar Mills Association held at New Delhi on 9th June, 1971. 


Over the years no other industry on the food front has 
attracted as much public attention as sugar, leading to a 
very close and often overcautious administrative attention. 
A series of regulatory measures have thus emerged. But 
there have been frequent changes in policies, however well- 
conceived adding to the uncertainties in the working of this 
seasonal industry. 

Sugar has been the most rigidly cofltrolled industry even 
in periods of decontrol or partial decontrol. No flexibility 
has been left to the Industry so essential to meet ever chang¬ 
ing situations. 

Background 

In the mid-fifties when the Industry was free from con¬ 
trols, North Indian factories showed remarkable progress 
and expansion. When controls were imposod in the North 
around 1958, and the South was left relatively free, the 
major growth impulse was witnessed in the latter area 
whereas the North stagnated. In fact, the control price 
structure Was so rigid thatthe.finance of most of the North 
Indian units suffered a severe set-back. 

A fair price structure is essential for the vitality and 
growth of this or any other industry. In fact. Government 
accepted this premise, and rightly so, in the resolution adopt¬ 
ing the 1959 Tariff Commission Report which, inter alia, 
stated that the cost of production derived from the schedule 
and the return on employed capital should be allowed so as 
to “provide sufficient funds for each unit to meet the commit¬ 
ment under bonus and gratuity, interest on borrowed capital 
and debentures, dividends on preference shares, managing 
agents’ commission, and income tax and finally leave a re¬ 
sidue to a large majority of units in all the regions to declare 
reasonable dividends.” 

Despite the well enunciated Government policy the 
Industry was denied a fair return persistently over a period 
eroding substantially the financial base of many companies. 

Further, in the past decontrol was followed in the wake 
of increased production and satisfactory stock position, with 
the result that prices generally ruled around or below the 
fair levels resulting in losses. When, however, prices tended 
to harden, even by 5 to 10 per cent above the fair price level, 
controls were hastily reimposed, denying the Industry the 
opportunity to recoup losses. 

Enquiry Commissions 

The cost schedules evolved by Tariff Commission and 
other expert bodies in the past left the Industry With inade¬ 
quate funds for servicing the capital, apart from rehabili¬ 
tation and modernisation. In addition, 1969 Tariff Com¬ 
mission proceeded on an erroneous assumption and artifi¬ 
cially froze the gross block of the industry at 1966-67 level 
for computing depreciation on “written down value method”, 
ignoring completely, the substantial investment which had 
taken place since at considerably higher costs. Conse¬ 
quently the depreciation provided for in the current schedule 
was in fact only about half of what it should have been, 
following well accepted accounting principles. The Tariff 
Commission, as a package deal also allowed Rs 2 per quin¬ 
tal as rehabilitation allowance. However, the Govern¬ 
ment accepted the recommendation of the Tariff Commission 
only in respect of depreciation and ignored the one relating 


to rehabilitation allowance. Thus, industry suffered on 
both the counts. Moreover the implementation of the 
schedules too, left much to be desired to the serious detri¬ 
ment of the industry. 


Zonal Pricing 

The price structure thus evolved for many zones cannot 
possibly be economic as established by empirical evidence 
and as such majority of units have not been even able to 
cover their costs and have consequently found themselves in 
the red. To remedy the situation there should be a built-in 
element of cost which would make the price reasonable for 
a large majority of units. 


Current Scheme 

Government makes two price revisions during the year; 
one at the beginning of the season based on estimate of re¬ 
covery and duration and the second after the crushing season 
based on actuals. Unlike previous years, in the 1969-70 
season Government did not even announce the final prices 
taking into account the actual working results and the cost 
escalations. The entire production was released at the highly 
uneconomic provisional prices, announced earlier in the 
season. 

A still more distressing situation came to prevail during 
the current season 1970-71 as the Government did not even 
determine the provisional rates based on the latest available 
estimates of sugar recovery for various zones and duration 
of the season which was expected to be shorter. Besides, 
the basic costs too had gone up due to various statutory 
provisions like the implementation of the Second Wage 
Board Award, higher rates of depreciation under the Income 
Tax Rules, increased cane freight charges etc. 

In certain States, even the local levies had gone up. 
Debt servicing charges also registered a steep increase due to 
larger stocks that the Industry had to cany for unduly long 
periods. Prices of consumable stocks and cost of packing too 
witnessed significant increase. 

Government merely continued the provisional rates of 
the last season 1969-70 during the current season as well and 
factories were obliged to, deliver sugar only on the basis of 
notional provisional rates regardless of actual costs. 


Lower Free Sugar Realisations 

On free sugar, realisations were even lower than levy 
sugar in most regions during the major part of last year. 
IMierifninatory higher excise duty of 37.5% on free sugar, 
as against 25% on levy sugar was also a Contributory factor 
as for the same selling price it meant lower realisations of at 
least Rs 15 per quintal on free sugar. Further, the distress 
was aggravated due to marked disparties in the stock levels 
in different regions to the serious detriment of units in the 
high coat zones. 

Stocks & Credit 


The industry was furthet- faced with the problem of fi* 
Against Its estimated peak, stocks worth Rs. 450 
, the industry secured: an advance of only about Re. 
260 erdres leaving a resource gap of Rs. WO crpnWj with the 

result that during tfmnwhtha pr peak stock?, &uw|. 

could not he autfntuiMdflMfrfto beet ., 

was further aggravated due to the imposition of suffer mar* 
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gins by bank# which wore later relaxed. 

Government spokesmen from time to time indicated that 
creation of ‘Buffer Stocks' as a policy was accepted and de¬ 
tails were being worked out. Later Government shelved the 
idea and the anticipated relief did not materialise^ 

White facts are so obvious, the industry if almost conti¬ 
nuously subjected to uninformed criticism bn various counts. 
The arrears of cane dues have often been cited as an instance, 
and the case of U.F. and Bihar is often mentioned. While 
this is a genuine problem, the position is more or less similar 
in other States as well. The Units managed by Govern¬ 
ment or those in the cooperative sector arc even worst placed. 
This under-scores the point that a mere mode of manage¬ 
ment or ownership does not provide a solution. 

Mention may also be made here of the impact of the 
controls on the general well-being of the Industry. Rigo¬ 
rous controls hitherto applied to North Indian factories have 
since been extended to other States as well. This has ad¬ 
versely affected the performance of the factories in the 
Southern States, particularly in Tamil Nadu. In this State, 
the factories had a disastrous season in 1969-70. Almost 
every unit incurred a loss. 

In this context, the appointment of the Sugar Enquiry 
Commission which has probably the widest terms of reference 
ever drawn up for any Commission for the industry, under 
the distinguished Chairmanship of the Ex-Chief Justice of 
Calcutta High Court, Shri D.N. Sinha is indeed a welcome 
step. Tt is hoped that this Commission will deliberate in 
depth on the fundamental issues responsible fqr the present 
health of the Industry and put forth highly objective and prag¬ 
matic recommendations which could put the industry on 
an enduring basis and thus impart the much needed vitality 
which it so badly needs. 

Sugar Decontrol 

Government’s recent decision to decontrol sugar, appa¬ 
rently as an alternative to price increase, came, somewhat, 
as a surprise to the industry because the sugar policy is 
announced at the beginning of the season. The Industry, 
however, is not averse to decontrol. In fact with its abiding 
faith in the market mechanism it cannot but think in terms 
of freedom from controls. 

Now that decontrol is a reality, the industry is anxious 
that it should not turn out to be a snort term expediency, and 
that it would be pursued as a long term policy. For, any 
policy at best can prove efficacious over a period of time 
and only a long-term stable policy can be in the ultimate inte¬ 
rest of all concerned. 

Price Variations 

Price variations are a normal feature in a free economy. 
This should not be viewed critically. The efficacy of the 
policy of decontrol should not be judged on price variations 
of minor nature. Market forces should be permitted suffi¬ 
cient time to correct the imbalances. 

As for the immediate situation, with sudden change in 
the pattern'of distribution and the large stocks that we have, 
it is not unlikely that there may be some frequent price 
fluctuations, as markets will take some time to adjust to the 
new situation. 

To impart the much needed stability to fc the country’s 
sugar economy on a long term basis, it will be necessary for 
the Government to initiate necessary follow-up measures. 

Follow-up Measures 

(1) Monthly releases:—This leverage could be effectively 
employed for maintainig prices at the desired level. The 
correct criteria for determining the monthly quantum of re¬ 
uses would be the actual off-take during the previous 
months, with suitable adjustments for festival demands 
and slack months. 

; (2) Bank CreditAfter decontrol bank* have imposed 
higher margins of 30% and kce. valuing sugar at notional 
tat** tower then the markMi prjds. It & necessary that 
:hankf reveit to the margin of 14% which is the weighted 


averagerate of levy and free sugar as was applicable before 
decenirol and also value sugar at market rates. 

(3) Excise Rebates:—It is essential that suitable incen¬ 
tives are announced well in advance to compensate the 
factories fully for higher costs on working during the early 
and latter part of the season during 1971-72. During 
the current season, some factories are still working at very 
low recoveries thereby incurring considerable additional costs 
and they too should be fully compensated through an¬ 
nouncement of suitable reliefs. 

(4) Cane Freight:—There have been sharp increases in 
freight rates during the last two years, 35% and 6% res¬ 
pectively. This would render crushing of rail cane unecono¬ 
mic and thereby affect production. Necessary remedial 
measures are called for. 

(5) Gur Prices:—For ensuring a steady rising trend in 
sugar production, it is also nccessaiy to stabilise gur prices at 
economic level. It is only by maintaining gur prices dt an 
economic level through price support that it will be possible 
to avoid wide variations in the cane acreage which in turn 
would ensure a steadily rising trend in production of both gur 
and sugar. 

(6) Cane Prices:—With the decontrol of sugar suitable 
adjustments in the basis for fixation of minimum cane prices 
will become imperative to protect the interests of low re¬ 
covery zones. Further for calculation of individual factories’ 
cane prices, the average recovery for the entire season should 
be taken into account and the normal statistical method of 
rounding off should be followed. 

(7) Reversal to Specific Duty:—With decontrol of sugar. 
Government may examine the feasibility of reverting to a 
specific rate of duty as a measure of simplificiation and sta¬ 
bility and for avoiding any speculative tendency in this regard. 

(8) Licensing of traders:—In view of decontrol licensing 
of wholesale dealers has lost its original purpose and there¬ 
fore should be done away with. 

New Capacity 

During the Fourth Plan period. Government have pro¬ 
vided for a production target of 47 lakh tonnes and have 
licensed a capacity of 49.65 lakh tonnes. Government 
have further relaxed the licensing provisions under which 
no licence would be required so long as the capital investment 
did not exceed Rs. 1 crore. While such relaxations are 
generally welcome, it is feared that in the case of sugar, they 
may tend to distort the planned growth and development 
of the industry as envisaged by the planners. Government 
have already excluded half a dozen industries like cotton 
textiles etc., from the aforesaid relaxation and sugar should 
also be included therein. 

Sugar Exports 

With an export of 3.18 lakh tonnes and a foreign ex¬ 
change earning of over Rs. 25 crores, 1970 was a fruitful 
year in the export field. During the current year too, it has 
been decided to export the full quantity available under the 
ISA and the preferential arrangements. Thus the total 
exports estimated this year are about 4 lakh tonnes, with ex¬ 
pected foreign exchange earnings of about Rs. 38 crorcs. 

Sugarcane Development 

Sugarcane is the life-blood of the Sugar Industry. It is 
only by accelerating cane development work that lasting stabi¬ 
lity in the industty can be achieved.In the Northern region, 
the cane productivity is comparatively low and thus the de¬ 
velopment potential there is the largest, but the progress has 
been rather slow. The main reason for this has been the 
lapk of an effective organisation to channelise cane develop¬ 
ment activities. Cane development work in Maharashtra 
as also in the Southern region has made rapid strides because 
of the sugar factories’ direct involvement in cane develop¬ 
ment. To improve matters, a certain percentage of the area 
in the factory zone should be earmarked for the purpose of 
cane development which should be available to such factories 
who want to undertake cane development work. 
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NIXON FIXES IT 


^ ,X J 0N ’ S projected pilgrimage to Peking, taken at its face value, iays 
two ghosts and not oripjtftt generally supposed. First, aitid rather obviously it 
ays the ghost of the DWH dream of containing China, If not casting it5 of 
the comity of nations. Secondly, but not necessarily secondarily, it lays the ghost 
of the Nehru vision of Maoism made safe for Asia through the pious chantingof 
the mantra of FanchsketL e 

Through long years of Muffing and puffing, bullying and blundering, the 
computerised pmes of politics played in or between the White House and the 
Pentagon in Washington have at last been forced to face their moment of truth 
which is that American foreign policy has virtually exhausted its credibility bv 
persisting in ignoring m its logic or arithmetic about as much as one-fourth of 
tne Human race organised in a totalitarian militaristic state which has at last 
successfully reached out to nuclear super-power status. Quite clearly this imme- 
diate compulsion acting on President Nixon and coercing him to Rive himself 
f* ° p P?* unity t0 ?f®l? ow P»ng pong is played in the Great Hall of the People 
in the Chinese capital is a sad realisation on the part of the strategists of his ad- 
ministration, that the United States cannot hope to save face in Vietnam unless 
it has first succeeded I m bargaining with Peking and striking a diplomatic deal 
aC iT-°i S k he < l rea , t y a, l T of Poetical, economic and strategic conflicts of interests 
which have kept the United States and China apart throughout the middle de¬ 
cades of this century. The truth is there for all to see that it is for Mao Tse» 
tutig more than for any other political panjandrum today to determine' with 
wbat dignity the government of the United States may extricate itself from 
Saigon within the remaining period of President Nixon's current term of office. 

This, however, is not the whole of Washington’s stakes in President Nixon’s 
f°. r a dial °«ue with Peking. As the big-power talks on Strategic Arms Limi- 
tation keep getting more and more unreal in terms of what must in essence be an 
agreement among the United States, the Soviet Union and China to limit their 
respective nuclear stockpiles, and capabilities, both Washington and Moscow 
ly ‘"creasingly ahxious to establish contacts with that irapor- 

ta ” t ,P dd . ¥ an .° ut > wit, the government of the largest country in the largest 

continent m the world — a government, moreover which has deliberately and 
determinedly gone nuclear for the sole purpose of ensuring that a Russo-Ameri¬ 
can understanding by itself will not be able to safeguard world peace or even 
guarantee that this peace will not be continually threatened by the possibilities 
of nuclear conflagration. 

On aJess exciting but nevertheless intensely practical plane, the United 
States has been becoming paihfully wise to the fact that its strategy of a political 
and economic boycott of the government in Peking has miserably failed to isolate 
China either politically or economically from the rest of the world excepting of 
course the United States alone. While Canada’s establishment of diplomatic 
relations with China is perhaps the most dramatic breach in the United States’ 

laborious exercise in isolating China from the non-communist world, the large 
and growing commerce between China on the one. hand and Japan, the UK 
West Germahy, France, Italy and other west Buropean countries on the other 
has forcefully brought out the fact that the United States has only been cutting 
its nose to spite its face. y * 

. Again, whereas the United States' embargo on strategic supplies to China 
£' , *5° r 1,4 N/ ' ,TO °, T w h V- aU,cs , has done litt,e to prevent Peking from build- 
Xrt.V'u P ote | ' l, ' al *Wf h ' n gton s policy of self-denial in the matter of trading 
with China has only denied the American industry, so expressly oriented towards 
globtd commerce, the. opportunities of doing business with one of the largest 
markets in the world. With American business having grown too big for its do- 
n«rkM as wdl «the rnuka, of ««rern Bar?*, i, ho, 

11 P ° ntacy to watch idly lapan and other aggrwsive trading 

9“ w ay mto the SiUion-people market of Chinese Asia. It 
^ es,deht Nixon must therefore be in dead earnest in his present exer- 
cise of trying to throw a* bridge across the Pacific. 

t f rmS ° f developments in United States-Chinese affairs, 
fJJ2* J pol,cy * sw 5 b ** u ls * clearly needs to take a long, close and hard 

ah n ?ti jra New Delhi should be somewhat chagrined at Pre- 

sidehf Nixon s Adviser on National Security, Dr Henry Kissinger, having used 




the Indian capital as a Men's Room in 
an airport lounge while on his way via 
Islamabad to his secret rendezvous 
with Mf Chou En-lai in Peking. It is not 
always bad however for a government 
to be humbled especially when that 

{ Ipvernment may have lost its capacity 
br humility even when humility 
could be a virtue. It is apparent that 
the Indian government and its affairs 
are not of any great importance iti 
the scheme of great power diplomacy. 
In this sense the Nehru legacy of non- 
alignment has perhaps been totally 
triumphant. Of what current value or 
help this famous victory could be to 
us, however, is a different question. 

Right now we have to feed, clothe, 
house and otherwise care for about 
ten million men, women and chil¬ 
dren who arc legally the citizens of 
a neighbouring country. Our Prime 
Minister has been asserting that these 
displaced persons will and shall go 
back. At the same time she has been 
saying that they can return to their 
country or our government may ex¬ 
pect them to do so only if and when a 
political settlement is reached between 
the popular movement in East Bengal 
and the military regime in Islamabad 
making it possible For the people of 
East Bengal to be governed by a 
popular government of their own 
choice. Initially, i.e., in the earlier 
months of the Bangla Desh movement, 
our Prime Minister and the govern¬ 
ment of India apparently believed that 
sufficient international pressure would 
be generated soon enough to force 
Islamabad to wind up its reign of 
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terror in East Bengal and agree to.a 
negotiated settlement of the political 
demands of the Awami League. These 
expectations have been gradually fad¬ 
ing and given President Nixon’sr current 
intense involvement with his projected 
trip to Peking, it has become more 
than ever clear that there is going to be 
no effective international disciplining 
of the generals of Islamabad. 

Following this the government of 
India has evidently started switching its 
bet. The gamble now is on increasing¬ 
ly effective guerilla operations by the 
Mukti Fauj against the Pakistani army 
of occupation. I 11 terms ot cold logic 
or hard military logistics the success 
of the Mukti Fauj would depend on 
the extent to which the government of 
India is prepared to engage itself in 
imparting systematic military training 
to the freedom forces and more im¬ 
portant still, providing in the needed 
quality, kind, range and volume the 
military hardware needed to do battle 
with a highly mechanised, adequately 
equipped and systematically indoct¬ 
rinated professional army, deployed 
with sufficient cover or support in the 
air. So far as is known the govern¬ 
ment of India does not have a program¬ 
me for reinforcing on this scale the 
operations of the Mukti Fauj and is 
clearly in no mood to commit it¬ 
self militarily to the Bangla Desh 
movement to a point where a larger 
armed confrontation between Pakis¬ 
tan and our country may come to be a 
natural risk. 

This being the case, it is rather sur¬ 
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prising ithat our gQvemaient shmtfd 
be ittclitted to reject out of hand any 
notion or possibility of a straight , talk 
with the government of Islamabad at 
least on the specific issue of the imme¬ 
diate future of the Bast Bengal refu¬ 
gees in India. This is a matter which 
is primarily a bilateral issue between 
Pakistan and our. country and since 
the world community by and large 
does not seem to be interested in play¬ 
ing an effective part in helping India 
to solve this problem, the only course 
open to us is to take up this issue firm¬ 
ly with Islamabad and demand satis¬ 
faction. A diplomatic confrontation 
of this kind is not only ultimately un¬ 
avoidable but is also immediately de¬ 
sirable. It has not been said anywhere 
that one should never agree to sup 
with the devil. The relevant advice or 
warning is only that he who sups with 
the devil must thoughtfully 'provide 
himself with a long spoon. In our view, 
it is plainly irresponsible on the part 
of the government of India to refuse 
to talk to the Yahya regime about this 
matter of the refugees which is most 
definitely an Indo-Pakistan affair. It 
would be ridiculous on the part of our 
government to pretend that there could 
be ways of bringing about the return 
of the refugees to East Bengal without 
NevT Delhi treating with the effective 
government in Pakistan at some stage 
or the other. Our diplomacy has often 
been caught with its pants down. In 
these times of Women's Lib it may per¬ 
haps be not inappropriate for it to be 
found with its bra off, but the resultant 
spectacle may not be merely amusing. 
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Self-Sufficiency in Foodgrains: When? 


The Would Bank’s latest assessment 
of our economy suggests that, the 
expectations of the government of 
India that we would foe . able to dis¬ 
pense with concessional imports of 
foodgrains after the current calendar 
year might not materialise. Contained 
in this august body’s annual report on 
our development plans, presented to 
the last month’s Paris meeting of the 
Aid-fndia Consortium, the assessment 
reveals that even under favourable 
weather conditions, we shall have to 
continue to import some quantities of 
foodgrains during the. two terminal 
years of the current Plan. Apparently 
the reference is to concessional imports 
since commercial imports (ranging 
around half a million tonnes) arc pre¬ 
dominantly of rice which is not avail¬ 
able except on cash terms. The total 
imports this year may be around 1.7 
million tonnes or slightly less if the 
1970-71 crop furns out to be higher 
than 105/106 million tonnes. 

It may also be pointed out that the 
World Bank’s assessment does not 
take into consideration the pressure 
put on our food supplies by the influx 
of nearly seven million refugees from 
Bangla Desb following the military 
regime’s crackdown there. It relates 
to normal conditions in the country; 
the refugee influx will only aggravate 
the situation. 


tonnes in 1968-69—1.21 million tonnes 

N, 0.38 million tonnes P.O, and 

O. 17 million tonnes K,0. The total 
increase in the consumption of ferti¬ 
lizers in 1969-70 over the previous 
year is estimated to have been of the 
order Of only 14 per cent. The con¬ 
sumption of nitrogen in that year 
went up to about 1.40 million tonnes, 
that of P,0, to 0.45 million tonnes 
and of K,0 to 0.18 million tonnes. 
The actual consumption during the 
three years to 1969-70 was much below 
targets, as is evident from the following 
table. 


CONSUMPTION OF FERTILIZERS 
IN INDIA 1967-68 TO 1969-70 

(Million tonnes) 


N P.O. K.0 

1967- 68 

Target 1.350 0.500 0.450 

Actual 

consumption 1.035 0.533 0.170 

1968- 69 

Target 1.700 0.650 0.450 

Actual 

consumption 1.208 0.381 0.170 


a fertilizer promotion council and a 
fertilizer credit guarantee corporation. 

Even if these two bodies are set up 
in the near future, it will be a Herculean 
task to raise fertilizer consumption to 
5.5 million tonnes by 1973-74, as 
envisaged in the fourth Plan. This 
is due to the fact that not only the 
two bodies will take time to get into 
stride but also availability of-fertili¬ 
zers, in all probability, will not match 
the requirements. Admittedly, the do¬ 
mestic production of both nitrogenous 
and phosphatic fertilizers has been 
trailing far behind targets; we do not 
produce potassic fertilizers as yet be¬ 
cause of lack of economic sources of 
production. Currently, our output of 
nitrogen is around 0.83 million tonnes 
and that of P,Q a around 0.26 milliop 
tonnes. The balance requirements of 
these two plant nutrients and the entire 
needs of potash are being met through 
imports. The fourth Plan envisages 
raising of the production of nitrogen 
by 1973-74 to 2.5 million tonnes and 
that of P.O, to 0.9 million tonnes. 
Will it be possible to attain these pro¬ 
duction targets? 

At the present pace of the develop¬ 
ment of our fertilizer industry, the 
'answer to this question obviously should 
be “no”. A recent assessment of the 
government of India itself has revealed 
that against the target of 2.5 million 
tonnes production of nitrogen in 1973- 
74, we may be having actually an out¬ 
put of only about 2.185 million tonnes. 
According to the government’s esti¬ 
mates, this will accrue as follows : 


The basis for the assessment of the 
World Bank is that the growth in fer¬ 
tilizer use during the fourth Plan may 
not be more than 20 per cent per an¬ 
num, as against .30 per cent envisaged 
earlier. This will make the target of 
raising the output of foodgrains in 
1973-74 at 129 million tonnes unattain¬ 
able. 


1969-70 

Target 1.700 0.600 0.300 

Actual 

consumption 1.398 0.455 0.176 


Opinions may differ, as they did at the 
Seminar on Co-ordinated Marketing 
and Use of Fertilizers -and Other In- 


There is no denying the fact that the 
rate of growth of application of ferti¬ 
lizers to Our fanning has decelerated 
in the recent past. Correlating the 
1973-74 agricultural output targets of 
129 million tonnes foodgrains, 10.50 
million tonnes oilseeds, 1.50 million 
tonnes sugarcane (in terms of gur), 
8.00 million bales cotton, 7.40 million 
baler jute and a substantial increase 
in the production of other crops with 
consumption of fertilizers,- the fourth 
JWan^envisagecl that there would have 
tb.jbe’a threefold increase in the latter 
to \5.3 million tonnes jn that year, 
Consisting Of 3.2 million tonnes nitro- 
jwtaJfNX M toifedft tOnnW phosphate 
■'fraWtfg )ife|ion teniwspotash 
tfoCty firoifl the level df f l*t€ rnfflion 


puts held in December last by the 
Fertilizer Association of India, on 
whether the increased prices of ferti¬ 
lizers, as a result of the imposition 
of excise duty two years ago and 
due to higher transportation charges, 
are inhibiting their application, as 
also on the contention of some that 
the demand for nitrogenous fertilizers 
has tended to slacken in the interest of 
balanced application Of nutrients to 
soil. But there can be little dispute 
over the general feeling that efforts at 
popularising fertilizer use leave much 
to be desired. It is indeed regrettable 
that two'important steps envisaged for 
this purpose nearly three years ago have 
yet to be implemented by the govern¬ 
ment. These are the establishing of 


(Million tonnes) 

1. Production from existing 

units (1.344 million ton¬ 
nes capacity) 1.200' 

2. Production from units 

under implementation 
(1.668 million tonnes 
capacity) 0.895 

3. Projects approved in 
principle (0.361 million 

tonnes capacity) 0.060 

4. Projects under considera¬ 

tion and if approved ex¬ 
peditiously may contri¬ 
bute to production dur¬ 
ing IV Plan (1.104 mil¬ 
lion tonnes capacity) 0.030 

2 185 


-As regards P,0 5 , the latest estimate 
of production in 1973-74 is around 
0.671 million tonnes, against the tar- 
< get of 0*9 million tonnes. The esti- 
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mated production is, expected to ac¬ 
crue as follows: 

(Million tonnes) 

1. Production from existing 
units ' (0.421 million 

tonnes capacity) 0.377 

2. Production from units 

under implementation 
(0.431 million tonnes ca¬ 
pacity) 0.219 

3. Projects approved in 
principle (0.725 million 

tonnes capacity) 0.075 


0.671 


The possibility of shortfalls in the 
production of the two plant nutrients 
even from the above levels, of course, 
cannot be ruled out. The World 
Bank’s estimate of the output of nitro- 
en in 1973-74, in fact, is reported to 
e 1.8 million tonnes. This apparently 
is due to the cognizance of many 
imponderables in the situation, the 
most important of them being the 
Unduly protracted time taken for the 
setting up of fertilizer plants .and their 
long gestation periods. Then, short¬ 
falls in production owing to such fac¬ 
tors as dearth of electricity too can 
well be expected. Self-sufficiency in 
fertilizers, and consequently in food, 
thus, may not be achieved till the latter 
half of the next Plan. 

The above facts should suggest that 


concerted efforts have to be made to 
speed up not only the fertilizer manu¬ 
facturing programmes but also pro¬ 
motion of fertilizer use. At present 
our per hectare consumption of ferti¬ 
lizers is amongst the lowest in the 
world. There is great scope for ex¬ 
tending their application not only to 
the entire irrigated or the assured rain¬ 
fall areas but also to dry farming tracts, 
as various experiments in the latter 
areas in the recent past have proved a 
good success. Care, of course, has 
to be taken to encourage balanced 
fertilization of soil as recommended 
by the Seminar on Co-ordinated Mar¬ 
keting and Use of Fertilizers and 
Other Inputs. Unbalanced application 
of fertilizers may, instead of improving 
farm yields, have the contrary effect. 
It is indeed encouraging to note that 
an ambitious programme of soil testing 
has been drawn up. 

The use of fertilizers in our agri¬ 
culture can also gather momentum if 
the supplies of other farm inputs— 
improved seeds, pesticides, etc—are 
co-ordinated with those of fertilizers, 
for the package of scientific practices 
yields much better results than injudi¬ 
cious attempts at modernising the 
various components of farming opera¬ 
tions individually. The Fertilizer As¬ 
sociation of India has done well in 
highlighting this fact at its last De¬ 
cember’s annual seminar referred to 
above. 


Wanted : Discipline of the Balance Sheet 


In January last year, the Prime Mi¬ 
nister, Mrs Indira Gandhi, said in an 
Interview to Citizen —a journal which 
had a fleeting life—that sometimes 
there was criticism of the public sector 
undertakings which was “levelled with¬ 
out knowledge of the full, facts”. Keep¬ 
ing this observation in view it is . worth¬ 
while examining the statistical data co¬ 
mpiled by the Ministry of Finance and 
released recently in such publications as 
“A Handbook of Information on Pub¬ 
lic Enterprises: 1970”, “Annual Report 
of the Working of Industrial and Com¬ 
mercial Undertakings of the Central 
Government : 1969-70”, Explanatory 
Memorandum of the Budget, 1971-72 
and Lok Vdyog, a monthly journal 
of the Bureau of Public Enterprises 
in order to analyse the performance 
of the public sector dispassionately. 
The facts collected by different wings 
of the central Ministry of Finance have 
been scrutinised here to draw some 
meaningful conclusions. 

The commercial and industrial under¬ 
takings run depahmcntally by the 
central government, including the rail¬ 
ways, recorded a net loss of. Rs 8.54 


crores in 1970-71 on an investment 
of Rs 3865.62 crores. The railways 
topped the list with a loss of Rs 23.69 
crores on an investment of Rs 3321.61 
crores. The forecast for the current 
year indicates a profit of Rs 11.06 
crores on an investment of Rs 4055.62 
crores. The return on capital em¬ 
ployed in these undertakings works 
out at 0.25 per cent. 

The picture is not materially differ¬ 
ent in the case of public sector under¬ 
takings which are not run directly by 
the central government. The invest¬ 
ment in the share capital of these 
undertakings up to 1969-70 at Rs 
2065.04 crores had yielded a net loss 
of the order of Rs 8.52 crores, accord¬ 
ing to the explanatory memorandum 
on the budget of. the central govern¬ 
ment. The annual report of the work¬ 
ing of central government undertakings 
in 1969-70 showed that these enter¬ 
prises commanded. an investment of 
Rs 4301 crores on March 31, 1970, 
out of which the eqqity capital was. 
Rs 2107 crores and the long-term 
loans were Rs 2200 Crores. .Roughly, 
the equity capital and Joans were 
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equally divided. This massive invest¬ 
ment made during the past two de¬ 
cades (Table I) has remained a losing 
proposition for the country. 

; i * j 

Table I 

RISING INVESTMENT IN PUBLIC 
SECTOR UNDERTAKINGS 



Total 

invest- 

nffcnt 

(Rs 

crores) 

Number 
of en¬ 
terpri¬ 
ses 

At the commence¬ 
ment of the first 
five-year Plan 

29 

5 

At the commence¬ 
ment of the second 
five-year Plan 

81 

21 * 

At the commence¬ 
ment of the third 
five-year Plan 

953 

4 

48 

As on March 31, 1966 

2415 

74 

As on March 31, 1967 

2841 

77 

As on March 31, 1968 

3333 

83 

As at the commence¬ 
ment of the fourth 
five-year Plan 

(March 31, 1969) 

3902 

85 

As on March 31, 
1970 

4301 

91 


Source : Annual Report on the Work- 
'• ing of Industrial and Commer¬ 
cial Undertakings of the Cen¬ 
tral Government: 1969-70. 


That capital invested in public sector 
undertakings is not, yielding adequate 
profits is not disputed by the supporters 
of the public sector. The argument 
advanced in justification of the poor 
profitability of these undertakings is 
that an attempt is being made to-build 
basic industries which had been ignored 
by the private sector The. moot ques¬ 
tion is : how long are basic industries 
to be allowed, to continue incurring 
losses? What is not. realised is that 

loosed, on 


crushing burden is heijt 
the-economy by-these injudicious in? 
vestments. If the public sector under¬ 
takings could be madeas efficient as. 
the privite sector companies, the pace 
of growth of the eConprhy wbuld be 
much faster than itis at present. This 
is amply borne, but by the analysis 
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companies. The average annual equity 
capital in private sector companies 
during the three-year period 1965-66— 
1967-68 at Rs 1147.06 crores yielded 
profit before tax of the order of Rs 
310; 83 crores, indicating a rate of 
return of more than 27 per cent. Even 
if reserves apd surpluses were included 
(the average for the three years under 
reference being Rs 812.25 crores), the 
rate of return worked out to be about 
16 per cent. Granted that some of 
the units in the public sector could not 
be money-spinners because of severe 
limitations, even a much lower rate of 
return of 10 per cent would throw up 
resources of the order of more than 
Rs 200 crores. 
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uhit to unit but the fact remains that 
it is the people of this country who 
are made to bleed in order to feed 
these inefficient undertakings. 

The reduced utilisation of capacity 
in some of the plants such as Durgapur 
was due to poor industrial relations. 
Incidentally tne performance of Durga¬ 
pur has given the lie to the propaganda 
of the public sector protagonists that 
employer-employee relations in public 
sector undertakings would be better 
than those in the private sector com¬ 
panies because of the more liberal 
policies pursued by the former in 
order to keep the workers satisfied. 
The cost of fringe benefits of the public 
sector undertakings has indeed been 
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very larger especially because of the 
huge investments made in the town¬ 
ships set up along with the plants. 
Even this special concern for the Wel¬ 
fare of the workers has not kept in 
check their unreasonable demands 
which have jeopardised the working 
operations of the units. 

Another reason for the inefficient 
working of some of the units is im¬ 
perfect planning. The forecasts of de¬ 
mand made when the blueprints for 
some of the units were drawn have 
proved wide off the mark. Take the 
case of the surgical instruments plant 
of the IDPL. In 1969-70, only serisn 
per cent of its capacity was used; 
in 1970-71, it rose to 16 per cent. It 


The additional capital invested in 
central. undertakings in. 1970-71 was 
about Rs 191 crores and it is expected 
to rise further by Rs 228 crores in 
the current year. These funds are 
being provided to these undertakings 
by taxing the corporate sector as well 
as individuals. If these undertakings 
were run even at half the efficiency 
of the private sector companies, the 
annual draft of the order of more than 
Rs 20Q crores on the central exchequer 
would become unnecessary. In es¬ 
sence, it would mean reduced tax bur¬ 
den both on individuals and the cor¬ 
porate sector which, in turn, would 
provide resources for the expansion of 
the private sector. 

The ills which plague the public 
sector undertakings are many and their 
pitiable financial performance is the 
cumulative impact of all of them. 
An obvious failure in this regard is the 
under-utilisation of capacity set up at 

£ »t cost. The April 1971 issue of 
k Udyog has set out data regarding 
the percentage produettion of different 
plants to installed capacity in 1969-70 
and 1970-71 (Table II) which shows 
that under-utilisation of capacity has 
been widespread. Among the steel 
plants, Durgapur was the worst culprit 
as in 1970-71 it utilised not more 
than 38 per cent of its capacity. 

Among the units which used less than 
one-fourth of their capacities were 
Hindustan Cable Ltd (plastic wires and 
cables), Heavy Engineering Corpora¬ 
tion Ltd (mechanical items, structurals 
and machine' tools), Mining and Allied 
Machinery Corporation Ltd (coal min¬ 
ing and allied machinery, (Hindustan 
Photo-fihns Manufacturing Co Ltd 
(medical X-ray, cine-film sound), IDPL 
(surgical iastnftnenta and family plan¬ 
ning, instrument, antibiotics), Ncyveli 
lignite Corporation Ltdrfleco) and 
Hindustan Ztoclxd (silver). There 
were many others which used between 
half and one-fourth of their capacities. 


Table II 

INSTALLED CAPACITY AND UTILISATION 


Percentage of 
production to 
installed capa- 


Name of unit 

city 

1969- 

70 

1970- 

71 

Hindustan Steel Ltd 

Steel ingots 
(a) Bhilai 

75 

77 

(b) Rourkela 

61 

56 

(c) Durgapur 

51 

38 

Hindustan Teleprinters 

Ltd 


Teleprinters & ancil¬ 



lary equipments 

63 

51 

Hindustan Cables Ltd 
Coaxial cables 

38 

30 

Plastio wires Sc ca¬ 
bles 

33 

17 

Hindustan Machine 



Tools Ltd 

Machine tools 

47 

40 

Heavy Engineering 
Corporation Ltd 

Mechanical items 

17 

22 

Structural 

15 

12.5 

Castings Sc forgings 

61 

43 

Machine tools 

18 - . 

18.5 

Mining &. Allied Ma¬ 
chinery Corpn . Ltd 

Coal mining and al¬ 
lied machinery 

17 

20 

Fertilizers & Chemi- 
, cats Travmcore Ltd 

Ammonium .phos¬ 
phate (16 N : 20 


P.O.) 

44 

42 

Ammonium chloride 

40 

39 


Percentage of 
production to 
installed capa- 



city 


Name of unit 

1969- 

70 

1970- 

71 

Hindustan Photo-Films 
Mfg Co. Ltd 



Cine positive & 
dia-positive 

66 

44 

Medical X-Ray 

35 

23 

Cine-film sound 

17 

9 

35 mm negative film 

6 

28 

Roll film 

Neg. 


Fertilizer Corporation 
of India Ltd 

Double salt (28 per 
cent N) 

35 

34; 


I.D.P.L. 

(i) Surgical instru¬ 
ments plant 

Surgical instru¬ 
ment Sc family 
planning instru¬ 
ments 7 [ 6 

(ii) Antibiotics plant ; 

Rishikesh 

Antibiotics 20 * 29 


Neyveli Lignite Corpn 
Ltd 


Leco 

41 

20 

Hindustan Zinc Ltd 

Lead 

46 

42 

Cadmium 

41 

27 

Silver 

30 

20 
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is a pity that no competent market 
research was undertaken before enter¬ 
ing into the collaboration agreement 
with the foreign supplier of technical 
know-how. It has now been found 
that the productive capacity of this 
plant is far in excess of the domestic 
demand and it has no option but to 
look for markets abroad. Similarly, 
the National Coal Development Cor¬ 
poration (NCDC) is a victim of faulty 
planning. The various experts groups 
appointed by the Planning Commission 
to forecast the demand for coal tended 
to overestimate it with the result that 
the investments made by the NCDC 
for exploiting new collieries have re¬ 
mained partially productive. Similarly, 
the washeries were set up without 
competent assessment of the demand 
for washed coal. 

Besides these specilic factors, the 
management of the public sector under- 

Opportunities in 

The report submitted by the delega¬ 
tion, sponsored by the All-India Manu¬ 
facturers’ Organisation (A1MO) in 
August-September last year to visit 
Japan and the countries of south-east 
Asia contains some constructive sug¬ 
gestions for promoting trade and eco¬ 
nomic co-operation between our coun¬ 
try and this region. Led by Mr S. M. 
Dahanukar, President of the A1MO, 
the 11-member delegation covered seven 
countries in one month, in the course 
of which it held useful discussions with 
the representatives of the governments 
and leading business enterprises about 
the problems and prospects of develop- 
ing our economic and commercial 
contacts with them. The delegation’s 
report, released recently, provides a 
good deal of valuable and interesting 
information about foreign trade and 
other aspects of the economies of the 
region covered by it. Considering the 
time nmd the opportunities available to 
the delegation, it could have covered 
a wider field and made its recommen¬ 
dations less general and more specific. 

The main objectives of the delegation 
were to study the latest developments 
in industry and technology and assess 
the extent to which our country could 
adapt them, to explore the prospects 
for promoting trade and joint ventures, 
to study the world trade centres in 
these countries and to foster increased 
goodwill. The delegation has found 
considerable scope for increasing and 
diversifying India’s exports to these 
countries. But it has not given any 
indication about the extent to which 
Indian goods can ’penetrate into these 
markets. For example, the delegation 
could have given the statistics of the 


takings has usually been assigned to 
bureaucrats from the central ministries 
who are on deputation for the brief 
periods. Since they retain their lien in 
their ministerial posts, the degree of their 
involvement in the affairs of the under¬ 
takings they are associated with, is 
feeble. In sharp contrast to the weak- 
kneed involvement, the managers of 
the private sector units have high 
stakes in the management of their 
companies. In a vast majority of 
cases in the private sector, the manager 
is also the owner who is on duty 
round the clock. It is this sense of 
deep dedication and involvement that 
is missing in the management of the 
public sector undertakings. Unless the 
managers of the public sector under¬ 
takings are made answerable for their 
failures and the performance of the 
balance sheet becomes the indicator 
of efficiency, all talk of “social returns” 
on capital becomes meaningless. 

South-East Asia 

imports of major items into all these 
countries in the last few years, showing 
India's share in them. Such informa¬ 
tion would have been of practical use 
to our businessmen who are keen to 
expand their exports to this region. 
A serious handicap is the lack of ship¬ 
ping facilities. The report says that 
transhipment leads to undue delay, 
higher freight and insurance costs, 
and risk of damage to goods. But 
can the Indian shipping companies 
whether in the public sector or the 
private sector afford to provide more 
services to this area when they are not 
at all certain about the availability 
of adequate cargo to make them eco- 
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noraic? The report does not examine 
this aspect. 

The delegation seems to have been 
greatly impressed wkh the State Trad¬ 
ing Corporation for Fat East set up 
by India in Hong Kong in collabo¬ 
ration with the businessmen of that 
country. It has suggested that the 
STC should publicise the activities Of 
this new institution. But is it not 
rather odd that the STC should set 
up a joint corporation, «of all places, 
in Hong Kong which is firmly wedded 
to laissez faired Hong Kong’s as¬ 
tounding success in exports—in 1970 
its total exports exceeded in value 
those of our country—was mainly due 
to the efforts of its vigorous private 
sector which is not just tolerated as 
in our country but is systematically 
encouraged to expand and excel in 
every field of activity. It seems doubt-* 
ful therefore if Hong Kong’s business- * 
men will be very enthusiastic in work¬ 
ing with our STC which has shown its 
efficiency more in handling the import 
trade than in the sphere of exports. 
The report says that the STC’s venture 
in Hong Kong will have a big show and 
display room for our products. But 
such showrooms by themselves are 
unlikely to contribute significantly to 
exports unless there is energetic and 
imaginative salesmanship. 

The delegation has recommended 
that India should have a Commissioner 
General for Economic Affairs for South- 
East Asia to be posted in Singapore 
on the lines similar to the post in 
Brussels. It is stated that this appoint¬ 
ment would give the necessary impetus 
to bring about more rapid economic 
co-operation with India among the 
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Agricultural economics was for long a by¬ 
product of the technical researches into the 
basic agricultural sciences. Many of the bul¬ 
letins issued by the agricultural research sta¬ 
tions, detailing the results of technical experi¬ 
ments, expressed authoritative opinion on the 
profitability or otherwise of the adoption of 
their suggestions. A chemist, for example, 
who found the sugar content of beets normal 
in a given locality, would at obce proceed to 
draw the conclusion that sugar beets should 
and could profitably be grown, in that part of 
the country. As the (exchange economy dp- 
velopcd, the illogicality of inch inferences be* 
came apparent. Consequently the Deptit- 

— —.. 1 . . - m ik . .m ,.,. ! , i . . - 


menu of Agriculture specially in the United 
States, began organising inquiries into the 
quantities produced pe?acr», the cost Of pro¬ 
duction and marketing, the relative profita¬ 
bility of alternative crops, tariff's, tenures 'and 
ail such matters. It is only such total know¬ 
ledge that can enable a scientist to draw a 
really valid conclusion. It is this realization 
that has compelled the United State* De¬ 
part mentof Agriculture to organize a regular 


ureau 'bf Agricultural Economktt, which, 
tort of the highest poltticaHevei, ms eknoit 
w final sqy la the detgmiinetioo. of agrteul- 






/,v 


BASTERU economist 


iris 


developing economies in this region 
«d heijprti our export effort.. But the 
delegation has not made outa convinc¬ 
ing, ease for this proposal. Instead of 
appointing a commissioner-general the 
bettercbtirse, surety, will be to streng¬ 
then our embassies in the countries of 
south-east Asia and make them take 
a lively and continuous interest in our 
foreign trade. For the last many 
years, the government of India 
has been urging its. envoys to get 
themselves involved actively in our 
export promotion bht few of them 
have shown much enthusiasm for this 
type of. work. The delegation could 
have ascertained whether our embassies 
are well staffed and equipped to do 
justice to their commercial job. 

The delegation has given details of 
the incentives available in the coun¬ 
tries of this region for setting up joint 
ventures. It has also indicated the 
industries which offer scope for colla¬ 
boration. The report reveals that in 
Malaysia many Indian firms have en¬ 
tered into collaboration for the manu¬ 
facture of steel furniture, electric fans, 
sewing machines, electric motors, 
pumps, diesel engines, cotton mills, 
ACSR and PvC insulated conductors, 
precision tools and gauges, zinc oxide, 
confectionery, hair oil, talcum powder, 
scooters, and tableware jars for food. 
The sponsors of these enterprises in¬ 
clude many well-known names such as 
Birla, Godrej, Kirloskar and Parrys. 
It would have been useful if the dele¬ 
gation had examined to what extent 
these joint ventures have succeeded 
and what difficulties, if any, they ex¬ 
perience. Such information is neces¬ 
sary because many Indian firms which 
at first showed considerable interest 
in setting up joint venturis in the 
countries of south-east Asia and made 
some progress in the initial stages, 
abandoned them later for one reason 
or the other. 

* 

The delegation has made two sugges¬ 
tions to facilitate Indian participation 
in joint ventures. One is that when 
a certain item of capital equipment is 
not made in India and has to be pur¬ 
chased from abroad, our entrepreneurs 
should be free to buy theme elsewhere 
so that they can supply the complete 
. output as a working unit. The Other sug¬ 
gestion Is that the government should 
set up a separate financial corporation 
to orovide money on a long-term and 
deferred payment basis to enable Indian 
businessmen to enter the field lit a big 
%ay. The ATMO should elaborate 
these > proposals In detail so that the 
g&yerament is able to consider therm 

submitted by s&ne theth- 
‘ t^dda-.ahdli. 

inthia i^rtprovid»mueh &teiegting.. 
ibMatiot^ about the ■induatrfat-.peo*;; 


r ss of Japan. 'For example, Mr 
D. Somani points out'that by 1975 
Japan’s paper output will be fore than 
18 million tonnes while India’s will 
be & little over a million tonnes. Ja¬ 
pan’s per capita consumption of paper 
is 108.5 kg a year compared to 1.5 
kg in India. There are 641 pulp and 

® r mills in Japan but only 86 in 
i. Mr Somani says : “Quite a 
few big mills fn Japan today produce 
as much as 800 to 900 tonnes daily, 
or some 300,000 to 400,000 tonnes of 
paper a year, although the average daily 
output of the large-scale ones is some 
500 tonnes each and that of the lesser 
ones, which constitute nearly 50 per 


dent of the total, about 300 tonnes each 
per day. In sharp contrast in India, 
in spite of large reserves of forests and 
availability of abundant raw materials, 
we have only 57 units worth taking 
into consideration of which merely 12 
or 15 are considered to be of economic 
size, the rest being sinall and by and 
large uneconomic, rendering chemical 
recovery impossible, for which a daily 
production of 100/150 tonnes, or a 
minimum of about 30,000 tonnes a 
year is required; also, the small and 
uneconomic units do not permit the 
adoption of modern technology.” 

Similarly, in cement also Japah has 
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made phenomenal progress. Cement 
production in 1969 was 51 million 
tons compared to only 6 million tons 
in the pre-war period, the average 
output per plant increased from 150,000 
tons in 1950 to about 750,000 tons in 
196ft. At least 15 cement plants have 
individual capacities exceeding one 
million tons. Mr Somani has urged 
that the government of India should 
immediately remove the per day stand¬ 
ard limitation of 300 to 600 tons per 
kiln and should replace it with a 
standard 1000 to 1500 tons per day 
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capacity. This is essential because "the 
smaller the size of the kiln, the more 
is the labour requited; the heavier 
the maintenance; the larger the quanti¬ 
ties of stores and spare parts needed; 
the higher the inventory and fuel con¬ 
sumption; and the more the additional 
material handling equipment required; 
and, above all, sophisticated control 
equipment cannot be installed and 
utilised without which highly uniform 
quality of clinker cannot be obtained”. 
The government of India should ex¬ 
amine this recommendation. 


Hesitant Growth of UTI 


It is a pity that the Unit Trust of 
India (UTI) was not able to cross the 
Rs 100-crore mark in respect of its 
total holdings by the end of June 
last, as had been anticipated in these 
columns last year. The total amount 
of units sold and outstanding as on 
June 30, 1971, was Rs 92.25 crores 
only or Rs 7.75 crores below the hoped- 
for amount. However, with the more 
substantial rise in the rate of distri¬ 
bution than last year (0.8 per cent as 
against only 0.1 per cent in 1969-70) 
which raises the dividend to eight 
per cent, the highest level so far dec¬ 
lared by the UTI, and the further 
progress made in its re-investment 
plan (20,000 unit-holders joined the 
scheme in 1970-71, as against 12,000 
in 1969-70), its total holdings should 
cross the Rs 100-crore mark during 
the current year. As the UTI chair¬ 
man observed at a press conference, 
there are now such plus factors as the 
new exemption from wealth tax up to 
an income of Rs 1,50,000, the high 
level of net asset value of the units 
and the relatively higher repurchase 
price (the latest was Rs 10.70), apart 
from a net return of Rs 7.50 per cent 
to unit-holders on the basis of the 
sale price per unit of Rs 10.60 during 
the special offer period. 

During the year 1970-71, the UTI 
received over 59,000 fresh applications 
against which it sold units worth Rs 
17.99 crores. In 1969-70, there were 
about 61,000 applicants and the value 
of total units sold was Rs 22.45 crores. 
There was also a slight decline in the 
number of non-resident applications 
from foreign countries, from Over 600 


in 1959-70 to less than 500 (486 to be 
precise) in 1970-71, the amount of 
units sold being Rs 49.54 lakhs and 
Rs 43.17 lakhs, respectively. Despite 
the sharp decline in both the number 
of applications (2,000) and the amount 
of units sold (Rs 4.46 crores) it is note¬ 
worthy, these figures continued to be 
the second best for the past seven years. 
There was also an increase in the 
number of applications for repur¬ 
chases (12,691 as against 9,480 in 
1969-70) involving Rs 3.19 crores (Rs 
2.04 crores in 1969-70). 

The decline in the number of appli¬ 
cations, as well as that in the amount 
of units sold, according to Mr R. S. 
Bhatt, the UTI chairman, who announ¬ 
ced the dividend and reviewed the 
working of the* trust during 1970-71 
a few days ago, is a reflection, in the 
main, of interest yields having gone 
up, especially since the latest increase 
in the Bank rate. Also responsible, he 
added, has been the consolidation in 
the last budget of the tax exemption 
exclusively up to an income of Rs 
1000 from UTI units into an exemption 
of an income of Rs 3000 from a num¬ 
ber of investments (e.g. shares, bank 
deposits, national savings certificates 
and certain other specified investments) 
including UTI units. 

A heartening feature of the UTTs 
working in 1970-71 was the substantial 
increase in the number of unit-holders 
that joined the trust’s Re-investment 
Plan begun in 1966, As compared to 
12,000 in 1969*70, more than 20,000 
unit-holders availed themselves of the 
Reinvestment. Jiao, tliweby enabling 
the UTI to increase thb volume dt Rif 
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investments. Another satisfactory fea- ■ 
ture was the growing popularity of the 
UTI’s Children’s Gift Plan introduced 
in 1970. During 1970-71, the first 
year of its working, over Rs 56 lakhs 
worth of units were sold to more than 
2,300 applicants. 

The gross income of the UTI in 
1970-71 was Rs 8.41 crores, as against 
Rs 6.28 crores in 1969-70. This amount 
of Rs 8.41-crores includes the reali¬ 
sation from sale of securities and divi¬ 
dend from the 14 nationalised banks 
that had already been declared but not 
paid in 1969-70. (The compensation 
in respect of these banks’ shares held 
by the UTI, it is now clear, will not be 
all in cash, but it is a matter of satis¬ 
faction that the shares in lieu of com¬ 
pensation in cash the UTI would 
receive are among the highly valued 
scrips in the market). The balance 
of income (after allocation of the total 
income between unit-holders- and con¬ 
tributors of the initial capital and 
allowing for expenses chargeable to 
unit capital in accordance with the 
provisions of the relevant Act) allo¬ 
cated to unit-holders amounted to 
Rs 7.58 crores. 

Taking all these factors into con¬ 
sideration the UTI trustees have fur¬ 
ther stepped up the sale price of units 
during the special offer period—from 
Rs 10.50 to Rs 10.60 per unit, even 
which Mr Bhatt maintains, includes an 
clement of concession (last year, the ' 
sale price had been raised by 30 paise 
per unit). 

Although the agency force of the 
UTI was further expanded during the 
year under review, both at rural and 
urban centres (total approved agents , 
—2,750 and total number of brokers 
on recognised stock exchanges —320), 
it would not appear that the UTI has 
been successful in capturing the ima¬ 
gination of the rural investors.. Like 
the Life Insurance Corporation of 
'India (LIC), the UTI also should 
explore new avenues and introduce 
fresh schemes as wputd attract the 
rural investor. Inthe wake of the 
green revolution, there, ought s* be 
sissably oiore sa^ings thaa befcvefrPm 

.■•.on* dfhfcht &M*- 'JSfc 

. ifeiRiori ^t ti^i to be piMtiiculariy 
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Railway Finances 

1 L- G- BAPAT 


The Railway budget for 1971-72 
shows a deficit of Rs 33.12 crores, 
which is an all-time high. Since 1966- 
67, the railways have been incurring 
Josses every year. 

In fact, the losses of the railways are 
larger than what they appear prima 
facie. This is because of the peculiar 
accounting system adopted by the rail¬ 
ways while preparing their annual 
balance sheet. If balance sheet is pre¬ 
pared according to strict commercial 
princip'es, a different picture emerges. 

The capital-at-chargc of Indian Rail¬ 
ways increased from Rs °38 crores in 
1950-51 to Rs 3,472.7 crores in 1971- 
72 (budget estimates). This shows an 
increase of 414 per cent over a period 
of 22 years. During the same period, 
the net reVciuie increased from Rs 
47,6 crores to Rs 166.9 crores, i.e. by 
350 per cent. Thus, the increase in the 
net revenue has remained far behind 
that in investment. It is surprising 
that the advantages of large-scale 
operations and division of labour as 
a result of a triple increase in size, 
have not been reaped by the railways. 
The net revenue should have increased 
much faster than the increase in the 
investment. 

The railway budget figures during 
the last three years have been found 
to be rather misleading. Apparently, 
there is a tendency to inflate the reve¬ 


nue and deflate the expenses. As a 
result, the budgetary surplus vanishes 
and net loss appears at tne end of the 
year. Hence, for comparison, it is 
better to rely on “actuals", which are 
available up to 1969-70 only. It Will 
be seen that the capital-at-charge has 
increased by 369 per cent during 1950- 
51 to 1969-70, whereas the net revenue 
has increased by only 308 per cent over 
the same period. This is undesirable. 

For a commercial undertaking such 
as the railways, the revenue should 
increase faster than the investment. 
Railways’ expenses are also rising at a 
faster rate (304 per cent) than the total 
earnings (290 per cent). This too is 
undesirable. Income should increase 
faster than the expenses incurred to 
earn that income. Worse still, there 
is a tendency towards a continuous 
increase in these losses. In 1950-51, 
the rate of return on railways’ invest¬ 
ment was 1.8 per cent (see Table I). 
Though very nominal, the railways 
were making some profits. 

By 1969- 70, financial condition had 
deteriorated so much that instead of 
any profit, the railways suffered loss 
at 0.3 per cent on the huge investment 
of Rs 3,195 crores. This is in spite of 
the fact that the railways have obtained 
this huge investment at subsidised cost. 
This brings us to the term “dividend 
to general revenue’’ (item No. 5 of 
Table I). The term needs some explana- 


m 

tion. The entire capital of the rail¬ 
ways is supplied by the union govern¬ 
ment, Before independence, the go¬ 
vernment did not receive any dividend 
on this capital. The Railway Conven¬ 
tion Committee, 1949, suggested that 
the railways should pay dividend to 
the government. So from 1950-51, 
the railways began to pay dividend to 
the government at the rate of four 
per cent per annum according to the 
conventions of 1949 and 1954, The 
rate was raised to 4.25 and 5.50 per 
cent from 1961-62 and 1966-67 accord¬ 
ing to the conventions of 1960 and 
1965 respectively. 

■r 

A part of the capital supplied by 
the union government to the railways 
is obtained by public borrowing and 
the remaining is paid from the surplus 
in the general budget. The government 
has to pay interest on that part of the 
capital which is raised by borrowing. 
This interest is paid from the dividend 
received by the government from the 
railways. What is left over, after pay¬ 
ing interest, can only be properly 
called “dividend”. 

Further, the entire dividend paid by 
the railways to the government cannot 
be included in the profits, as is done by 
the railways at present. Only the resi¬ 
due left over, after paying interest, can 
be included in the profits of the rail¬ 
ways. In order to differentiate, the 
residue may be called as “net divi¬ 
dend" and the entire amount paid by 
the railways to the government may be 
called as “gross dividend". 

The calculation of this net dividend 
is full of difficulties. It is not known 
exactly how much capital was supplied 
by the government by borrowing. For 
the purpose of calculation, it is as- 


Tabli i 

RATE OF RETURN ON IN\ ESTMENT AS CALCULATED BY INDIAN RAILWAYS 


(Rs crores) 


Item 

1950-51 

1955-56 

1900-61 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

(RE) 

1971-72 

(BE) 

Capital-at-charge 

838 0 

97(3 0 

i,*:o 9 

2,841 6 

2,978 0 

3,101 3 

3,195 5 

3,321 5 

3,427-7 

Total earnings 

263 3 

316 3 

460 4 

768 8 

818 1 

898 8 

951 3 

1,004 0 

1,070 3 

Total working expenses 

215 7 

265 9 

372 5 

654 7 

708 l 

756 0 

804 7 

861 9 

903 4 

Net Revenue 

47 6 

50 4 

87 9 

114 1 

110 0 

142 9 

146 6 

142 1 

166 9 

Dividend to General Revenue 

Payment to General Revenue in lieu of tax 

32 5 

36 1 

55 9 

132 4 

141 5 

150 7 

156 4 

165 8 

173 8 

on railway passenger fares 

Nil 

Nil 

Nil 

• 

* 

* 

* 

♦ 

* 

» Profit (-f»)/Loss (—) 

+ 15-1 

—14 3 

«*■ 32 0 

—18 3 

—31 *5 

—7 8 

-9 8 

—23 7 

-6 9 

Rate ofReturn/Loesf—) (percent of 7 to 1) 

—■/—■ 1 —...-. 

1*8 

1 5 

2 1 

-O 63 

—1 *1 

—0 2 

—0 3 

-0 7 

—0 2 


Notes: * Items Nos. 3 and 6 ate not being separately shown in railway budgets from 1966-67. Item No. 6 is included m item No. 5. There 

was no (ax on railway passenger flues till 1960-61. Hence, this flgmwdoes not appear for years earlier to 1160-61. 


2, Totals may not exactly agree wfth the published figures in the railway budgets owing to rounding off. 

,' \ , 'i Source: Railway budgets for the respective yean. 
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tk*jt the entire amount was 
Wpptfed by borrowing. It is at once 
speeded that this is not a realistic 
«»Wi^oii. No conqpercial concern 
Can; afford to have all its capital bor¬ 
rowed for obvious reasons. The rate 
of interest at which the capital was, 
borrowed by the government on behalf 
of the railways is also not known. 

Obviously, all loans could not have 
been obtained at the same rate of inte¬ 
rest. However, generally, the go¬ 
vernment raises its debt at the current 
Bank rate. It is assumed that this was 
the case here also. However, since 
1951, there were six changes in the 
Bank rate. The exact dates on which 
loans were raised during those years 
when the Bank rate was changed, arc 
necessary for an accurate calculation 
of the interest charges. This informa¬ 
tion, too, is not available in railway 
budgets. 

In order to overcome this difficulty, 
it is further assumed that the loans 
were obtained in the proportion in 
which the two periods stand. To illus¬ 
trate, the Bank rate was brought down 
from six per cent to five per cent on 
March 2, 1968. So, during the financial 
year 1967-68 (April 1, 1967, to March 
31, 1968), the Bank rate was six per 
cent for 11 months and five per cent 
for one month. So the two periods 
which preceded and followed the 
change in the Bank rate stood at 11:1. 

During 1967-68, capital supplied to 
the railways was Rs 136.46 crores. It 
s, therefore, assumed that out of this 
capital, Rs 125.09crores were obtained 
at six per cent and Rs 11.37 crores at 
five per cent. Now, we are in a posi- 
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tioQ to, reset the railways’ balance' sheet 
according to the strict commercial 
principles. This is'done in Table II. 

From the net revenue, the interest 
charges calculated as above have been 
deducted. It gives profit before tax. 
It must be remembered that even this 
profit before tax gives us a highly 
favourable picture about the working 
of the railways. No commercial con¬ 
cern would be so lucky as to get all its 
capital at the current Bank rate. 

Railways as a government under¬ 
taking do not pay corporation tax, 
which is about SO per cent of the profit 
before tax. What is left over after the 
payment of corporation tax is known 
as “net profit" in commercial jargon. 
It is seen from Table II, that railways’ 
net profit in 1950-51 was no doubt 
low. Still, it brought a net return of 
1 ■ 34 per cent. Tt began to decline slow¬ 
ly so that in 1969-70 (the last year for 
which “actuals" are available), the 
net rate of return was minus 1.5 per 
cent (loss). 

Corporations in India are allowed to 
carry forward, their losses for eight 
years. So from 1966-67, railways’ 
losses are carried forward. When there 
is loss, corporations in India are exempt 
from corporate taxation. So liability 
on account of this tax is “nil” from 
1966-67. Still, the tax on passenger 
fare must be paid, as it is recovered by 
the railways on behalf of the state go¬ 
vernments and paid to them later on. 
The railways act here only as an agency 
of the state governments for the collec¬ 
tion of the tax. 

It must not be forgotten that even 


tbit poor performance has. become 
possible by resorting to the following; 
doubtful non-economic measures: 

(1) Depredation has been pro- 
videa for, at only three per cent of 
the capital-at-charge, so that during 
the lest 20 yeata (1950-1969), only . 
60 per cent of the original cost of 
railway equipment has, beep set aside. 
However, during this period, the mar* 
ket prices of railway equipments have 
gone up by at least 200 per cent. At 
the current rate of provision of depre¬ 
ciation, it may require another 8ft 
years to accumulate sufficient funds 
to replace the present machinery and 
that too at the 1969-70 prices. By 
that time the market prices are bound 
to go up still further. This means that 
the railways will never have suffi¬ 
cient depreciation fund provided for, 
to cover the entire cost of replace¬ 
ment. 

0 

(2) Since 1966-67, appropriation 
to development fund has not been 
made. 

v 

(3) Appropriation to the reserve 
revenue fund has not been provided 
for since 1960-61. Not only that, 
during 1966-67 to 1969-70, amounts 
totalling to Rs 67..49 crores have 
been withdrawn from the said fund. 

(4) Since 1965-66, every year the 
operating ratio is steadily increasing. 
However, in 1971-72 budget, it is 
assumed that it would decline by 
about three per cent. In view of the 
general price level showing an upward 
trend, this is quite an untenable 


Table 11 

RATE OF RETURN ON RAILWAY INVESTMENT AS CALCULATED ON COMMERCIAL PRINCIPLES 

(Rs Crores) 


Item 

1950-51 

1955-56 

1960-61 

1966-67 

1967-68 

1968-69 

1969-70 

1970*71 

(RE) 

1971-72 

(BE) 

Capital-at-charge 

838 0 

976 0 

L520 0 

2,841 6 

2,978 0 

3,103 3 

3,195*5 

3,321 *5 

3,472*7 

Net Revenue 

47-6 

50 4 

87-9 

114 1 

1100 

142-8 

146 6 

1421 

166;9 

Interest 

25 l 

29-7 

53 2 

117*3 

125 5 

131 *.8 

1364 

142-7 

150 3 

Previous years* losses carried forward (if 







; 

’ 


any) 

Nil 

Nil 

NU 

Nil 

15*7 

43-7 

44*5 

46*8 

39*9 

Profit before Tax/Loss (—) 

22-5 

20-7 

34*7 

—3*2 

-31 2 

—32-7 

—$4*3 

—47‘4' 

—43 *4 . 

Taxes : 







, ,* 



(i) Corporation tax at 50% 

11-2 

10 3 

17-3 

NU 

Nil 

NH 

NU 

■ ■ .NU 


(ii) Tax on passenger fare 

Nil 

Nil 

Nil 

12 3 

12*5 

>■ 12 3 

. ii-** 



Net Profit/Loss (—-) 

Rate of Return/Lossf—) (percent of 6 to J) 

11 3 

1*34 

10 4 

IH: 

17 *4 


r-43-7 

, 

'^474 

«-4iM ,i 



t 



y 1 v,'> ^ 

\ i ' ; ; 

j ,' . \\ t \ 

f 1 ' 4 * r 

,t.v f .* 





Not* : Totals may not exactly agree with the published figures in ttei mftWayfcwteet owing tbroundtog 
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assumptiop. If aU these items are 
-properly provided; for, the finances 
. of the railways would 
still more despera 
affairs. 

. It may be noted, 
that the nationals 
land earn a profit, 
its capital when J 
to strict commercjp 
USA the profit earned by the railways 



this connection, 
railways in Eng- 
if four per cent on 
jlculated according 
I principles. In the 


is over five per cent. What would dis- will be no serious bottleneck on account 

turb the public mind more is the fact of the lack of requisite refining capacity 

' ' and Koyali refineries 

f tiy raising thepricr of—their capacity while 
railway service. Not only passenger Baraum’s thira%ullion-tonne unit is 
fares but railway' frdghtrktes also are idle due to the nonavailability^>f indi¬ 


being raised ; in every budget since 
1956. To be precise, 'the present 
railway freight rates :• are about 
56 per cent higher than thtose in 1956. 
More or less, the same is tfie case with 
the passenger hires. 


Intensifying the Hunt 


SAGITTARIUS 


The debate in -Parliament on the 
affairs of the Oil: and Natural Gas 1 
Commission (ONGC) was rather heated 
as members were agHated over the na¬ 
ture of the deals concluded by ONGC 
for acquiring two tea estates in Assam, 
which had oil-bearing strata and for 
locating the eastern headquarters of 
the organisation. There was also com¬ 
plaint about the working of the Indian 
Oil Corporation and charges of cor¬ 
ruption were levelled against the chair¬ 
men and officials of both the organisa¬ 
tions. But the seriousness of the situ¬ 
ation that would arise in regard to the 
availability of crude oil from internal 
sources, after some years, with a rising 
demand for petroleum products was not 
properly highlighted. 

Except for an apparent slowing down 
in the growth in the consumption of 
petroleum products in 1970, when it 
was necessary to curtail the throughput 
of the coast-based refineries for a few 
months, internal consumption of all 
products is increasing rapidly and it 
would not be wrong to project our 
estimates relating to growth at 10 per 
cent. There has also been an awk¬ 
ward increase in tljle offtake, of parti¬ 
cular products, kerosene and high¬ 
speed diesel oil rising by nearly 12 
per cent in the past two years. The^e 
two products alone account for over 
38 per cent of totaCconsumption while 
it can be expected that the demand for 
naphtha will increase substantially in 
the current year with the commission¬ 
ing of the giant fertilisers units at 
Cochin and Madras, 

Only recently, ihe Durgapur unit 
has gone into production while the 
expansion schemes of some of the 
existing plants aril nearing comple¬ 
tion. The situation has been mar 
naged so far with aprowth in internal 
production and a tfrt-back in exports 
of naphtha. After%t972» fcotfeveft^ 
when all the big fertjmer units will be. 
ip operation and soiM^Mqre will be 
Oqrnwg on the scene, sbST 
may tnent 
omy tt ihefe fta 
' chahte’ t in^, the^'-‘O® | 



of top distillates. There may, of course, 
be shortages in kerosene or some other 
products in the process. It looks as 
if there will have to be marginal imports 
of selected items especially if there is 
also a fast growth in traffic of the inter¬ 
national and internal airlines. The 
‘imbalances’ in production and a pro¬ 
nounced growth in demand for some 
petroleum products will naturally neces- 
t sitatc proper planning of imports and 
exports and it should be so managed 
that imports of products in deceit are 
paid for with exports. 

The main consumer of foreign ex¬ 
change, however, is crude oil and from 
this poiqt it may be necessary to feed 
the additional requirements of the exis¬ 
ting and new refineries with corres¬ 
ponding increases in the quantities of 
imported crude oil. In 1970, the 
throughput of all refineries was 18.46 
million tonnes against 17.50 million 
tonnes in 1969 while internal crude 
production rose only marginally to 
6 81 million tonnes from 6.72 million 
tonnes. It was, therefore, obligatory 
to increase imports of crude oil to 
11.67 million tonnes in the past year 
from 10.70 million tonnes in 1969, 
and the foreign exchange outlay was 
Rs 102.05 crores in 1970. If there is 
an increase in the throughput of the 
refineries by at least 10 per cent in the 
current year, it will be necessary to 
import additionally 1 85 million ton¬ 
nes in the absence of an increase in 
internal production. 

As crude oil prices have been 
raised sharply the value of imports 
will rise substantially by Rs 40 
crores, if not more. The revised 
prices will be reflected in a bigger in¬ 
crease in the value of imports in 1972 
as the latest adjustment was effected 
only qn June 1, 1971. Even if there is 
no change in the growth rate of con¬ 
sumption in the coming yekrs, the 
throughput will have to be raised to 
27 minion tonnes by 1974, on a con¬ 
servative abasia—If the .demand for 
prodnots rose 

In 1971-74, ad<ftftftitally two 
miSibn tonnes of crude oft win be re- 
qufred over the above estimate* Thcfe 


genous crude. Tfisj, Madras Refinery 
also has not been ahfc to operate at or 
above capacity as a Jesuit of the diffi¬ 
culties involved in inserting crude oil. 
These have arisen because of the delays 
in constructing the-outer harbour at 
Madras port. The completion of Hal- 
dia also will be helpfjul, but there will 
have to advance planning for creat¬ 
ing 'additional refining capacity by 
locating new refineries as well as by ex¬ 
panding existing units. 

After the experience gained in const¬ 
ructing oil refineries, no serious prob¬ 
lems may be encountered on this front* 
It is, however, hard to see how the 
growth in consumption of petroleum 
products can be slowed down even with 
greater emphasis on the use of coal and 
electricity. If there was an explosion in 
road traffic and there was also a higher 
level of industrial activity the level of 
consumption would be rising steadily 
over the years. 


Impossible Task 

It has, therefore, become imperative 
to examine how internal production of 
crude oil can be augmented with a view 
to meeting at least 50 per cent of the 
rising throughput of the refineries. 
This will mean there Will have to be a 
near doubling of indigenous production 
in the next four years Which may appear 
an impossible task. It has been pointed 
out of course that there can be a higher 
output of the Assam fields even with 
the existing crude reserves and all that 
is needed is an intelligent redesigning 
of the capacity of the oil pipleline feed¬ 
ing the Noonmati andBarauni refineries 
with technical adjustments and new 
arrangements for pumping more oil 
out of the existing wells. This may be 
helpful in raising production from the 
present level by 1 to 1.5 million tonnes. 
There will also have to be intensive ex¬ 
ploration in the mainland in north¬ 
east India while offshore drilling would 
have to be carried out more expediti¬ 
ously. It is still hope^ that oil can be 
located in the Cauvery basin and other 
. parts of the country,. The oil experts 
cannot be blamed if they fail to locate 
' new reserves after sincere efforts, but 
there is a feeling that a lot more oil 
can be found with a better use of exist¬ 
ing drilling equipment, more intensive 
exploration land the adoption of new 
techniques. If the promised probe into, 
the affairs of ONGC results in higher 
eff cicncy and possible to know how 
much oil-£art be got from indigenous 
sources, the fuel policy and foreign ex¬ 
change budget can be refashioned ac¬ 
cordingly. 
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Indian Banks' Association 

v. 

Is being reorganised for helping member banks In 
developing creative banking and fulfilling national banking' 
policies as also for helping them in their practical and 
procedural problems.Our members include 14 nationalised 
banks, 7 Subsidiaries of the State Bank of India, IS 
foreign banks and 24 Private Sector banks. 

We are looking for a team of two officers: 


ASSISTANT SECRETARY 

and 

SYSTEMS OFFICER 

They will organise the exchange of banking Information, ideas and exper- 
tise among member banks. They will develop an up-to-date information 
system and standard codes on modern trends and structure of banking, 
practical operations, new systems, equipments, procedures, methods, 
forms and law and practice of banking. One of them will also act as a 
Law Officer and another as an Editor of our publications which will 
assist member banks in making lending innovations or project an image 
of the achievements of banks. 

Only brilliant Graduates with M.B.A. (major In Finance or Systems) or 
with other professional qualifications, or Chartered or Cost Accountants 
with an outstanding career will be considered. We expect from them 
a quick grasp and understanding of the systems and procedures In a 
service industry, and of the law and practice of banking. They must 
also have 8 to 10 years experience as officers in banks, financial Institu¬ 
tions, or experience in teaching or research and possess a very good 
drafting ability. ' 

p- 

Careers are worthwhile and offer challenging opportunities to work at 
the centre of banking industry. Compensation will be around Re. 1,800/- 
to Rs. 2,000/- p.m. according to ability, experience and expertise. 

Eligible persons may write in confidence within 10 days, along with a 
self addressed 24 cm x 12 cm envelope stamped with 30 paisa stamps, 
to the Secretary, Indian Banks' Association, Stadium Haute, St-03, 
Veer Nariman Road, Sombay-SI requesting for a copy of the Prescri¬ 
bed Application Form. 
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Indian Banks' Association 


We are looking for a team of efficient, knowledgeable and 
devoted staff at the middle level for initiating and 
supervising work in the following areas. 


Poet 

Nature of duties 

Qualifications 

Experience 

BANKING 

SUPERVISOR 

Exchange and 
co-ordination of 
banking information, 
ideas, expertise, 
operations, pro¬ 
cedures, accounting 
and administration. 

High Second Class in 
M.A. or M. Com. with 
specialisation in 

Banking or 
Accountancy. 

Additional Post¬ 
graduate degree or 
diploma in profes¬ 
sional areas will be 
preferred. 

5 years in banking 
operations, accounts, 
or administration 
or in a financial 
institution. 

ECONOMIC 

SUPERVISOR 

Organisation A 
dessimination of 
industrial, financial, 
economic or banking 
intelligence for helping 
banks in making 
lending innovations. 

M.A. or M. Com. with 
specialisation in 
economics A 
statistics. 

5 years In economic 
or statistical investiga¬ 
tions, survey, or 
drafting in a financial 
institution. 

LEGAL 

SUPERVISOR 

Codification A 
standardisation of 
law and practice of 
banking. 

M.A. or M. Com. 
with a law degree. 

5 years in banking 
law and practice. 

ASSISTANT 

EDITOR 

Organising des¬ 
simination of banking 
information and 
publications of the 
Association. 

B.A. or M.A. 
preferably with English 
and degree or 
diploma in 

Journalism. 

5 years in a financial 
institution, public 
relations or financial 
journalism. 

f-r„. 

LIBRARIAN 

Organising the library 
and provisions of 
abstracting service on 
banking matters. 

B.A. or B. Com. with 
Postgraduate 
degree or diploma in 
library science. 

5 years in a 
financial library. 


■ All these posts require good drafting ability, capacity to take initiative and do 
creative work. Solecte^ candidates will have to make an intensive study of the •' 
existing methods and practices of banks and help in developing better and 
simpler methods. 


■ Careers are worthwhile and challenging. Compensation will be around 
Rs. 800/- to R$. 1,000/- p.m. according to ability, experience and expertise and 
depending upon the post. 


■ Eligible persons may write in confidence within 10 days along with a self 
addressed 24 cm x 12 cm envelope stamped with 3$ paise stamps, to the 
Secretary, Indian Banks 1 Association, Stadium House, 81-13, Veer Nariman Road, 
Bombay-20, for a copy of the prescribed Application Form, indicating the post 
for which they intend to apply. 
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Industrialising Remote Areas 

OUR PARLIAMENTARY CORRESPONDENT 

NEW DELHI, Friday. 


The budgetary demands of four 
more ministries—the Ministry of In¬ 
dustrial Development, the Ministry of 
Education, Social Welfare and Culture, 
the Ministry of Tourism and Civil Avia¬ 
tion and the Ministry of Defence-— 
were adopted by the Lok Sabha this 
week. Those of the Ministry of Agri- 
ulturc were inconclusively debated. 

During the debate on the demands 
for grants of the Ministry of Industrial 
Development, vociferous pleas were 
made by the leftist members for cur¬ 
tailing the activities of “monopoly” 
industrial houses and foreign under¬ 
takings in the country. They alleged 
that, contrary to the government’s 
assurances, the* “monopoly houses” 
had been liberally sanctioned licences 
in the recent past. It was also sug¬ 
gested that in view of the abundance 
ef indigenous talent within the country, 
the tendency to engage foreign techni¬ 
cians should be curbed. Some members 
criticised the prevalence of “too many 
controls”. They thought that these 
controls were resulting in a flourishing 
black market in essential raw materials. 
The performance of public sector under¬ 
takings was severely criticised by many 
members. The slow rate of industrial 
growth last year too came in for a good 
deal of adverse criticism The problems 
of various states, particularly West 
Bengal, figured prominently in this 
debate. There was a general clamour 
from members for the location of 
public sector undertakings in their 
states. Some members alleged that 
procedural delays in the grant of indus¬ 
trial licences still continued. Several 
members urged the fostering of small- 
scale industries with a view to con¬ 
taining the unemployment situation. 

Important Announcements 

Replying to the debate, the Minister 
for Industrial Development, Mr Moi- 
nul Haque Chaudhary, made two im¬ 
portant announcements. The first was 
that the government had decided to 
raise the exemption limit in respect of 
import of capital goods for the indus¬ 
trial units in the decentralised sector 
so that those units which required 
imported capital goods up to Rs 5 lakhs 
or 10 per cent of the additional fixed 
assets (in cases of expansions and diver- 
sifications),whichever was higher, would 
mot be required to obtain a licence 
under the Industries/Development and 
Regulation) Act. Similarly, it had been 
decided to modify the conditions re¬ 


garding the import of components and 
raw materials for the purpose of ex¬ 
emption from the licensing provisions. 
Those undertakings in this sector which 
do not require more than 10 per cent 
by way of imported components after 
three years or which do not require 
imported raw materials of a value of 
more than five per cent of the ex-factory 
value of annual production, subject to 
a maximum of Rs 5 lakhs, would not 
be required to obtain an industrial 
licence. In reckoning the imports of 
raw materials, steel and aluminium 
would continue to be excluded. The 
quantum of component imports, if 
any, during the first three years would 
be regulated in accordance with the 
phased manufacturing programme, as 
approved by. the Directorate General 
of Technical Development or other 
technical authorities as the case might 
be. 

Proposed Subsidy 

The second announcement concerned 
the development of selected remote 
areas. It envisages provision of 50 
per cent subsidy on transport costs of 
both raw materials and finished pro¬ 
ducts to all new industries or for the 
expansion or diversification of the 
existing industries under certain condi¬ 
tions in Jammu and Kashmir, Assam, 
Meghalaya, Nagaland, Manipur, Tri¬ 
pura and NEFA. In the case of Jammu 
and Kashmir, the subsidy would at 
present be payable on transport costs 
between the railhead at Pathankot and 
the site or location of the industrial 
unit in this state. In the case of 
Assam, Meghalaya, Nagaland, NEFA, 
Manipur and Tripura, it would be pay¬ 
able on the transport costs between 
Siliguri and the site of the industrial 
unit. The scheme would come into 
force with immediate effect and would 
remain in force for five years. 

The slow rate of industrial growth 
last year, Mr Chaudhary pointed out, 
was mainly due to a sharp decline 
of 14 per cent in the production of 
cotton textiles (which had 21 per cent 
weightage in the overall index of in¬ 
dustrial production^ and four per cent 
decline m the finished steel output, 
which had affected several other indus¬ 
tries using steel as raw material. The 
growth rate in the small sector, how¬ 
ever, he stressed, was 11 per cent. 

The Minister defended the govern¬ 
ment’s position in regard to the issue* 
of licences to larger Industrial houses. 
These houses, lie emphasised, had a 
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definite role to play in the economy. 
They were, therefore, being encoura¬ 
ged to invest in the heavy investment 
sector, in the middle sector for expan¬ 
sion and in the backward regions, as 
also in units which had more than 50 
per cent export commitment. He po-' 
inted out that only 25 letters of intent 
had been given to large industrial 
houses during the past 15 months and 
only three of them were for the setting 
up of new units. The rest were for 
expansion or diversification of the 
existing units. He assured the House 
that there had been no watering down 
of the policy regarding these houses. 

Mr Chaudhary also assured the 
House that there would be no import 
of repetitive technology and there 
would be no undue restrictions on the 
export of products manufactured with 
this technology. The import of tech¬ 
nical know-how would be limited to 
the areas of sophisticated know-how 
where technological changes were very 
rapid. The import would generally 
be restricted to five years. Limits of 
tax-free salaries of foreign experts 
were proposed to be lowered, as also 
the period for which this exemption 
was available. ___ 

Referring to the public sector pro¬ 
jects under the charge of his ministry, 
Mr Chaudhary revealed that Bharat 
Heavy Electricals would 4)c making 
some profit for the first time this 
year; it had received an order worth 
Rs 10 crores from Malaysia. Hindustan 
Cables and Kota Instrumentation had 
also made profits. Hindustan Machine 
Tools and Heavy Electricals, Bhopal, 
however, were incurring losses. He 
hoped that the performance of these 
public sector units would be better 
next year with improvement in labour- 
managementre lations. 

Reconstruction Corporation 

Dealing with the demand for ex¬ 
peditious steps for reviving the indus¬ 
trial climate in West Bengal, Mr 
Chaudhary stressed that the setting 
up of an industrial reconstruction 
corporation and the development of 
Haldia as an industrial complex with 
a refinery, dockyard, a fertiliser unit 
and a soda ash pl^nt, should go some 
way to improve conditions in that 
state. 

The Ministry of Education, Social 
Welfare and Culture came in for 
scathing criticism during the debate 
on its budgetary demands. Most of 
the participants in this discussion, 
from the opposition as well as the 
treasury benches, strongly felt that 
education at present was in a chaotic 
state, there was no definite policy in 
regard to it, its content was outmoded, 
obsolete and unscientific, the alloca- 



1971 


EASTERN ECONOMIST 



Bank of America 


Itojril Palace Grand*. Bangkok-® minute* Iras ito Bank feWtoti* 1 **-' 


has a man-on-the-spot, 
inBangkok 


When a Japanese firm needed a site for its 
Thailand plant our man-on-the-spot 
helped close the deal. When a conglomerate 
in Hatv&ii needed advice on investments 
our man quickly came up with all necessary 
information about registration, exchange 


regulations, repatriation of dividends. 
Extraordinary assignments? Not at all. 
Knowing all there is to know about Thailand 
is part of his job. It comes with the territory. 
Call on Bank of America— first in banking. 


“ I hfr ut vl Pi branches and aubildlarias in California and around the 

hde • Qpmbjfc • Costa Rica • Dominican Republic • Ecuador»England • Franoe 



iww ’ u wnm i B W nspwws • ccunoor • enginna • rranee 
-ar* - - Ireland • Italy(Banca <T America e d'ltalia: over S5 offices) 

iv%*o • TbrNafoerlands • Ne th e rtan da Antilles • Nicaragua * Nigeria • Okinawa 
«n • 1 oiled land • Taiwan • Thailand • Uruguay * Vietnam * uX Virgin Islands 
1970 Bank of America National Thut art SnviiMs Amdation • Member f D.I C. 
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This giant ship was completed 
in record time-thanks to the 
engineers, technicians-and IOL. 
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That's right IOL. 

IOL electrodes and arc welding 
equipment were the natural 
choice foi the welding of this 
ship's huh. Natural because 
they have been the pioneers in 
India in these and many other 
allied fields. Manufacture of 
automatic arc welding consu* 
mables, for instance. Or install* 
ation of entire pipeline systems 
for supply of gases. Or. oxygen 
for high altitudes. Or, nitrogen 
for malleablising and anneanng 
furnaces. Or...but one has to 
stop somewhere. 

Today, new frontiers are being 
opened. IOL have already 
aunched on manufacture of air 
operation plant and associated 
cryogenic equipment. Plans are 
oeing drawn up for further 
diversification into new areas 
and for improving the existing 
range of products 
By constantly innovating, IOL 
have always kept abreast of the 
latest technology. And with 
their products and technical 
services, help the nation's 
defence forces, steel mills, 
fertilizer and chemical plants 
and the engineering industry. 
Their international association 
has enabled IOL to bring the 
latest advances and research 
abroad to the service of Indian 
industry. 


ndian Industry 
needs Indian Oxygen* 



INDIAN 

OXYGEN 

LIMITED 



















July 23.1971 


EASTERN ECONOMIST 


163 


tions were niggardly, the standards had 
fallen and indiscipline and malprac¬ 
tices were on the increase. They stres¬ 
sed the need for a complete overhaul 
of the education system, including the 
examination system. A strong plea 
•was made for having a uniform pattern 
of education throughout the country. 
It was also suggested that the edu¬ 
cation system should be given a moral 
and spiritual bias. A good deal 
of criticism was voiced against the fail¬ 
ure to make primary education universal 
and free in the country. With a view 
to checking th? smuggling of antiques 
and art pieces to foreign countries the 
Swatantra member, Rajmata Gayatri 
Devi of Jaipur, suggested that they 
should be openly auctioned and the 
government should have a cut in their 
prices. 

Paucity of Resources 

The official spokesmen conceded most 
of the criticism but pleaded that the 
present state of affair was the result 
of paucity of resources. The Deputy 
Minister, Mr D. P. Yadav, pointed 
out that the entire fourth Plan allo¬ 
cation would not even suffice for one 
of the these 7 sectors of education— 
primary, secondary and university. His 
colleague, Mr K. S. Ramaswamy, dwelt 
at some length on the efforts the go¬ 
vernment was making for the uplift 
of Harijans. A bill, he disclosed, 
would be brought before the House 
soon to make punishment for un- 
touchability more stringent. 

In his reply to the debate, the Mi¬ 
nister for Education, Social Welfare 
and Culture, Mr Siddhartha Shankar 
Ray, revealed that the government 
proposed to launch a long-term pro¬ 
gramme next year to reconstruct the 
country’s education system. The pro¬ 
gramme would include preparation of 
a separate plan for each state to expand 
primary education to fulfil the consti¬ 
tutional directive of making primary 
education free and compulsory and 
for large-scale “vocationalisation” of 
secondary education. He further sta¬ 
ted that five specific tasks had been 
selected for implementation during the 
current financial year. These were : 
(i) accelerating the expansion of pri¬ 
mary education, particularly in the 
less advanced states; (ii) reservation 
under the scholarships scheme, 25 per 
cent of the seats in all public schools 
and good residential schools for the 
talented but economically handicapped 
students; (iii) providing of playgrounds 
for secondary schools in urban areas; 
<iv) undertaking of a study in depth of 
the education facilities available for 
the' members of the scheduled castes 
and tribes at stages from the primary 
to the university level; and (v) improv¬ 
ing of the quality of education. 

Explaining the programme for vo¬ 


cationallsing secondary education, Mr 
Ray said one of the greatest reforms 
needed in the education system was 
to make children learn the dignity of 
labour. “We propose to introduce a 
pre gramme under which work experi¬ 
ence can be introduced in primary 
and secondary schools. As it will 
need a good deal pf equipment and 
trained teachers, it will not be possible 
to do so in all schools at the same time. 
We shall begin this programme in a 
few selected districts, one district in 
every state”. Ninety per cent of the 
children enrolled in secondary schools 
at present, he pointed out, studied 
academic courses and only 10 per cent 
were in vocational courses. This pro¬ 
portion would have to be. changed 
and more than 50 per cent of students 
at the secondary stage would have 
to be diverted into vocational courses 
of different types in agriculture, engi¬ 
neering, commerce, medicine and pub¬ 
lic health. Mr Ray further stated that 
a programme of vocational education 
would be developed at two levels. Some 
schools would accept students at the 
end of the primary stage and others 
at the end of matriculation. This, 
he hoped, would reduce the pressure 
for admission to university courses. 

The Education Minister further dis¬ 
closed that the government proposed 
to involve university students in pro¬ 
grammes of national service. Every 
graduate would be expected to parti¬ 
cipate in national service programmes 
for a year or two. Such service would 
be taken into consideration while re¬ 
cruiting to government employment. 
The age restrictions would also be 
relaxed to the extent of the period 
spent in national service. 

Identity of Views 

The debate on the demands for 
grants of the Ministry of Tourism and 
Civil Aviation was even more marked 
for the identity of views of both the 
opposition and the ruling party mem¬ 
bers who participated in thisMiscussiol?. 
While they together criticised the re¬ 
current agitational approach of the 
employees of Air-lndia and Indian 
Airlines, they were unanimous in ple¬ 
ading for larger allocations for the de¬ 
velopment of tourism. It was argued 
that the tourist inchuftry should be 
developed to become the biggest foreign 
exchange earner for the country. Manv 
constructive suggestions were put forth 
for attracting tourists from abroad. As 
regards civil aviation, it was urged that 
action should be taken in time to 
avert strikes or lockouts* 

The Minister incharge of this port¬ 
folio, Dr Karan Singh, himself ad¬ 
mitted that be was not getting enough 
money for the development of tourism. 
He, however, pointed out that a firm 
foundation had been laid for a rapid 


development of the tourist industry 
as well as for the modernisation of the 
two airlines. He assured the House 
that there was no rethinking, as alleged 
by some members during the debate, 
on the question of acquiring Jumbo 
jets for Air-lndia. Four such aircraft, 
he stressed, were the very minimum for 
a competitive air service; they shall, 
therefore, be acquired. Dr Karan 
Singh admitted that the proposed 20 
per cent surcharge on air travel abroad 
would adversely affect Air-lndia which 
had an enviable record of profitability 
for the last 18 years of its existence. 
But he hastened to add that only the 
Finance Minister could take an overall 
view of the situation. The Minister 
disclosed that Air-lndia had decided to 
have a subsidiary charter company, as 
1ATA fares were on the verge of col¬ 
lapse and charters were assuming a 
crucial role. Encouraged by the re¬ 
sults of “Operation Europe” in at¬ 
tracting tourists, an ‘‘Operation Ame¬ 
rica”, he revealed, had been launched. 
The ministry was planning to host 
four lakh tourists in three years’ time, 
he added. 

Indian Airlines Turns Corner 

Referring to Indian Airlines, Dr 
Karan Singh announced that jet ser¬ 
vices would be extended to many new 
places within the country, priority 
being given to the state capitals and 
places of tourists* interest. Trivand¬ 
rum would get a jet service on October 
15. The Calcutta-Gauhati circuit, Rai¬ 
pur, Jodhpur) Nasik and Muzaffarpur 
would also be on the jet service map 
soon. The Indian Airlines, he con¬ 
ceded, had had a very difficult year 
in 1970-71. It had lost three planes 
—one through skyjacking—and the 
labour-management relations were 
far from satisfactory. The corporation, 
he pointed out, had, however, now 
turned the corner and it could look 
forward to improved working this 
year. 

Earlier, the Minister of State for 
Tourism, Dr Sarojim Mahishi, assured 
the House that the basic infrastructure 
for tourism, hotels and transport was 
being expeditiously developed. She 
regretted that the states were not 
adequately protecting wild life and 
poaching continued. 

During the debate on the budgetary 
demands of the Ministry of Defence, 
as briefly reported last week, several 
opposition members called for a re¬ 
appraisal of our nuclear policy. They 
argued that in view of the twin threat 
from Pakistan and China to our secu¬ 
rity, wc should go in for the manu¬ 
facture of atom bomb. It was also 
pleaded that an all-out effort should 
be made to make the country self- 
suffeient in defence requirements, as 
in difficult times we could not depend 
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on any help from big powers which 
tried to inject political considerations 
into defence assistance. Some mem¬ 
bers suggested imparting of compulsory 
military training to the youth. Some 
extremists among the leftist members, 
however, deplored that the army was 
being used for suppressing workers in 
the country. 

While the Minister of State for De¬ 
fence Production, Mr V. C. Shukla, 
gave details of the steps being taken 
for attaining self-sufficiency in defence 
equipment, the Defence Minister, Mr 
Jagjivan Ram. assured the House that 
the country was fully prepared to 
defeat any evil design of the adver¬ 
saries. Vigilencc, he pointed out, had 
been strengthened all along the western 
as well as the eastern borders. 

Genocide in Bangla Desh 

Referring particularly to the genocide 
in Bangla Desh, Mr Jagjivan Ram as¬ 
serted that frantic acquisition of mili¬ 
tary equipment by Pakistan constituted 
a threat to our economy, our society 
and the basic principles we cherish. 
He. however, urged members not to 
press him to say more on the question 
of the recognition of Bangla Desh, as 
he had nothing more to add to what the 
Prime Minister had already stated in 
the House. Mr Jagjivan Ram’s ob¬ 
servations on our going nuclear were 
also similar. 

The Defence Minister denied that 
the army had been used for suppressing 
workers in the country. He stressed 
that the army did not relish such assign¬ 
ments, but in an emergency it had to 
come to the aid of the civilian authority. 

Another signilicant point made by 
the Defence Minister was that despite 
the slight increase in the allocation 
for defence this year over the last 
year's level of expenditure, the propor¬ 
tion of defence expenditure this year 
to the overall budgetary allocations was 
lower. He hoped that the third pay 
commission would make some mean¬ 
ingful recommendations for the defence 
forces. Earlier, in reply to a question, 
he indicated that this commission would 
visit some of the forward areas to 
acquaint itself with the conditions in 
which (he armed personal lived and 
worked. 

Mr V. C. Shukla assured the House 
that there was no idle capacity in 
ordinance factories except in the cloth¬ 
ing factory. He indicated that steps 
would soon be taken to increase the 
capacities of ordinance units and to 
run more shifts in them. The allo¬ 
cation for research and development, 
he added, was being increased every 
year. There were 17,000 items which 
were earlier imported but were now 
produced indigenously. 

Referring to the advanced strike 
aircraft, Mr Shukla said that it would 
be ready within the seventies: we want 
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to be completely self-sufficient in this 
vital equipment. The Minister defend¬ 
ed the supply contracts being given to 
the private sector for certain items of 
defence requirements. These items, he 
pointed out, were non-critical and non- 
essential. The contracts were given to 
utilise the technical know-how and 
the personnel of his department to 
the maximum, leaving the manufacture 
of non-essentials to public or private 
sector units. 

Mr Shukla admitted that there had 
been some delay in the commissioning 
of the Ambajari ordinance factory, but 
assured the House that all efforts were 
being made to go in for the manu¬ 
facture of more and more sophisticated 
defence .equipment. This trend, he 
hoped, would get further fillip when a 
special and alloy steels factory is set 
up at Kanpur. The Hindustan Aero- 
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nautics and Bharat Electronics, Mr 
Shukla pointed out, had already started, 
exporting some of their products worth 
several crores of rupees. This should 
be an indication of the high quality 
products being manufactured in the* 
country. 

During the inconclusive debate on 
the demands of the Ministry of Agri¬ 
culture, the Minister of State, Mr Sher 
Singh, stated that the government’s 
policy towards the nationalisation of 
the sugar industry would be determined 
in the light of the reporj of the com¬ 
mittee which was currently going into 
the question. His colleague, Mr A. P. 
Shinde, described the production of rice 
in the country this year as a “break¬ 
through and a happy sign”. Food- 
grains production this year, he observ¬ 
ed. might touch the record level of 
105/106 million tonnes. 


TENDER NOTICE 

TATA ENGINEERING & LOCOMOTIVE CO. LTD. 

JAMSHEDPUR-4 

Sealed tenders are invited for the purchase and removal 
of the following machines/equipments in “as is where is” 
condition : 

1. Hydraulic presses of various capacities. 

2. Incandescent box-type oil fired furnaces. 

3. Forging, shaping, screwing, slotting, vertical boring and 
pipe cutting machines. 

4. Drilling machines of various types. 

5. Crank pin grinding and quartering machine. 

6. Electric furnace. 

7. Electric resistance rivet heaters. 

8. Hydraulic gap rivetters of various capacities. 

9. Roll grinding machine. 

10. Capstan lathes. 

11. Dynamic balancing machine. 

12. Cold Hast cupola shells. 

Full particulars can be had from the undermentioned or 
from our branch office, 30 Cbittaranjan Avenue, Calcutta-12. 

The machines, if desired, may be inspected at our works 
on working days. 

Due date for receipt of tender 12-8-1971. 

STORES CONTROLLER. 
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Now from BHEL - 

CENTRIFUGAL 
COMPRESSORS * 

for Fertilizer, Petroleum, Petrochemical, 
Chemical, Refrigeration, Steel and other industries 


MC Series 

Multistage compressors for low 
and medium pressures with 
horizontally split casings. With 
or without intermediate suction 
and discharge nozzles. Also, 
with double suction arrange¬ 
ments to suit special require¬ 
ments. 

ISOTHERMAL 

Multistage compressors for low 
and Medium pressures with 
horizontally split casings that 
allow installation of two high- 
efficiency, built-in coolers after 
each compression stage. 


W Series 

Multistage compressors for 
high pressures with vertically 
split casings. Mainly used for 
make-up and recycle services 
in high pressure processes and 
where synthesis pressures of 
up to 350 ata and above are 
involved. 

SR A VC 

Single-stage compressors for 
low pressures mainly used as 
fans or boosters in industries 
where large volumes of gases 
have to be handled at low 
pressure. With a single, open 
or closed type impeller. 


PR & PC 

Single and multistage compres¬ 
sors for high pressures with 
vertically split casings. Mainly 
used in pipeline booster sta¬ 
tions, for natural gas gathering 
and for recycle services in 
medium and high pressure pro¬ 
cesses. With one or more single, 
open or closed type impellers; 
for pressures up to 100 ata. 



Manufactured & tested with Italian know-how, 
these Compressors give you the ADVANTAGES of: 

' e HM SPACE HftBREHERTS e HISH UTILISATION FACTOR 
e RKPORABIUn OP OPERATION • LOW INSTALLATION A 
MAINTENANCE COSTS e MON EFFMENOY 
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CENTRAL BANK 

BALANCE SHEET AS 


Previous Year 
Rupees 


4.75,14,600 


7,26,29,772 

50,00,000 

2,54,241 

2,25,000 

3,63,700 

3,61,519 

530 


7,88,34,762 

2,53,26,89,794 

1,27,66.41,670 

1,19,81,62,999 


5,00,74,94.463 


3,96,25,000 


4,98,64,524 

9,83,840 

7,62,90,889 

16,67,64,253* 

6.62.12,106 

34,16,32.932 

3,36,34,125 

37,52,67,057 

13,43.34,086 

1.33,66,303 

9,86,403 

75.53,213 

15,62,40,005 


CAPITA!, AND LIABILITIES 

Rs. Ps. Rs. Ps. 


1. CAPITAL: 

Paid-up Capital (wholly owned by Central Government) 

2. Reserve Fund and other Reserves : 

Reserve Fund 

Contingency Fund. 

Special Reserve . 

Development Rebate Reserve . 

Capital Suspense 
Share Premium Suspense 
Shares Forfeited 


4,75,14,600.00 


7,67,88,079.54 
50,00,000.00 
2,54,240.96 
2,25,000.00 
3,63,700.00 
3,61,519.25 
530.00 

-- -- 8,29,93,069.75 


3. DEPOSITS AND OTHER ACCOUNTS : 

Fixed deposits and Cash Certificates .. .. 2,80,33,82,266.74 

Savings Bank Deposits .. . . 1,48,97,64,300.24 

Current Accounts, Call Deposits, Contingency Accounts, etc. 

(including Staff Gratuity Fund Rs. 1,41,50,000.00) 1,34,03,67,795.17 

- 5,63,35.14,362 15 


4. BORROWINGS FROM OTHER BANKS, AGENTS, ETC. : 



In India 

Outside India 

(l) Secured : 

Rs. 

Rs. 

(a) By part of investments 
and bills per contra 

21,88,50,000.00 

.— 


(b) In respect of borrow¬ 
ings (secured by part 
of advances per con¬ 
tra) from :—• 

(i) The Industrial 


Development Bank 


of India 

(ii) The Agiicullural 
Refinance 

3,86,21,224.00 

“ * 

Corporation 

10,46,240.00 

— 

(2) Unsecured 

42,04,235.51 

10,62,604.35 


26,27,21,699.51 

10,62,604.35 


26,37,84,303.86 


5. BILLS PAYABLE. 8,08,08,084.19 

6. BILLS FOR COLLECTION BEING BILLS RECEIVABLE AS 
PER CONTRA : 

(i Payable in India . 40,79,58,876.96 

(ii) Payable outside India. 4,33,15,104.04 

--- 45,12,73,981.05 


7. OTHER LIABILITIES : 

Branch Adjustments • 

Amount owing to Subsidiary Company (including on their 

Client’s account). 

Unclaimed Dividends .. . 

Rebate on Bills Discounted . 

Amount payable to Central Government (Net surplus for the 
period from 19-7-1969 to 31-12-1969). 


16,01,29,210.64 

1,48,60,878.13 

9,08,506.80 

53,68,582.27 

37,92,778.30 

- 18,50,59,956.14 


589,83,27,246 


Carried over 


6,74,49,48,357.14 
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OF INDIA 

AT 3IST DECEMBER 1970 


Previous Year 
Rupees 


47,09,34,818 

1,34,99,162 

1,76,56,507 

3,11,55,669 

55,00,000 

1,29,37,30,709 


4,47,69,334 

2,88,89,647 

9,40,108 

1,36,83,29,798 


2,82,57,15,565 


1,08,04,456 

2,83,65,20,021 

60,06,20,752 

10,29,80,634 

70,36,01,386 

3,54,01,21,407 

3,02,89,08,489 

14,21,87,842 

36,90,25,076 

3,54,01,21,407 

541,60,41,6?2 


PROPERTY AND ASSETS 


Rs. Ps. Rs. Ps. 


1. CASH: 

In hand and with Reserve Bank and Slate Bank (incl uding foreign 

currency notes). 55,13,59,667.11 

2. BALANCES WITH OTHER BANKS : (On Current Accounts):— 

(i) In India . 1,72,29,910.29 

(ii) Outside India . 1,03,01,807.34 

-2,75,31,717.63 


3. 

4. 


MONEY AT CALL AND SHORT NOTICE : 


INVESTMENTS : (at below market value) 

(i) Securities of the Central and State Governments and other 
Trustee Securities 

Treasury Bills of the Central and State Governments 
lii) Shares Fully Paid ParttyPaid 

Rs. Rs. 


(a) Preference 

(b) Ordinary 

(c) Other Classes 


86,99,909.51 — 

2,75,34,307.53 78,87,478.30 

57,798.75 — 


1,51,20,98,210. 63 


3,62,92,015.79 


78,87,478.30 4,41,79,494.09 


88,00,000.00 


Viii) Debentures or Bonds. 2,81,77,162.83 

(iv) Other investments .. .. .. .. .. 9,39,908.00 

(v) Gold . . . — 

- 1,58,53,94,775.55 

5. ADVANCES : 

(Other than bad and doubtful debts for which provision has been 

made to the satisfaction of the Auditors) 

(I) Loans, Cash Credits, Overdrafts, etc. : 

(i) In India . 3,04,25,09,912.68 

(Includes an amount of Rs. 3,96,67,464.00 
relating to medium-term advances in res¬ 
pect of which finance has been obtained 
from the Industrial Development Bank of 
India and the Agricultural Refinance Cor¬ 
poration as per contra) 

(ii) Outside India. 1,36,76,253.82 

- 3,05,61,86,166.50 

(II) Bills Discounted and Purchased : 

(i) Payable in India .. .. 84,70,66,888.52 

(ii) Payable outside India .. 10.53,55,127.45 95,24,22,015.97 


4,00,86,08,182.47 


Particulars of Advances : 

(i) Debts considered good in respect of which the bank is fully 

secured 3,27,33,86,904.69 

(ii) Debts considered good for which the bank holds no other 

security than the debtors’ personal security .. 18,50,94,317.94 

(iii) Dejrts considered good, secured by the personal liabilities of 
one or more parties in addition to the personal security of 

the debtors 55,01,26,959.84 

(iv) Debts considered doubtful or bad not provided for — 


‘4,00,86,08,182.47 


Carried over .. .. 6,18,16,94,342.76 

4 
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CENTRAL BANK 

BALANCE SHEET AS 


CAPITAL AND LIABILITIES Rs. Ps. Rs. Ps. 


• 589,83,27,246 Brought forward 


8. ACCEPTANCES, ENDORSEMENTS AND OTHER OBLIGA- 
25,29,50,070 TIONS AS PER CONTRA 


36,841 
1,09,06,994 


9. PROFIT AND LOSS : 

Balance as per last Balance Sheet .. 
Profit for the year 


1,09,43,835 

Less : Appropriations: 

71.51,057 Transferred to Reserve Fund 

Provision for Bonus to Staff 


41,58,307.48 
1,34,00.000.00 


6,74,49,48,357.14 

# 

31,03,87,993.62 


2,07,91,537.48 


1,75,58,307.48 


37,92,778 Balance to be transferred to the Central Government 


32,33,230 0Q 


62,98,311 

94,31,192 

74,01,71,507 

32,82,84,258 

8,29,02,743 


10. CONTINGENT LIABILITIES : 

(i) Claims against the Bank not acknowledged 
as debts (including claims at London 

1 Branch—(See Note (5)) 

(ii) On Investments; n partly paid shares 

(iii) On Letters of Guarantee on behalf of 

Constituents (including Rs. Nil on behalf 
of Officers) . 

(iv) Liability on account of outstanding For¬ 
ward Exchange Contracts .. _ 

(v) Liability on Bills of Exchange Re-dis- 

countcd . 


Rs. 

♦ 

4,39,24,584.48 

93,31,192.50 


67,85,94,642.39 

30,80,91,494.77 

10,99,11,812.33 


6.15,50,70,094 


Carried over 


7,05.85,69,580.76 
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July 23* 1971 

OF INDIA 

AT 3IST DECEMBER 1970 


PROPERTY AND ASSETS Rs. Ps. Rs. . Ps. 


541,60,41,692 


Brought forward ... ... 6.18.16,94,342,76 


45,47,878 


45,47,878 


99,67,715 


34,16,32,932 

3,36.34,125 


37,52,67,057 


(v) Debts due by officers of the bank or any of themeither seve¬ 
rally or jointly with any other persons 

(vi) Debts due by companies or firms in which the directors of 
the bank are interested as directors, partners or managing 
agents, or in the case of private companies as members 

(vii) Maximum total amount of advances, including temporary 
advances, made at any time during the yeai to directors or 
managers or officers of the bank or any of them either seve¬ 
rally or jointly with any persons 

(viii) Maximum total amount of advances, including temporary 
advances, granted during the year to the companies or firms 
in which the directors of the bank are interested as directors, 
partners or managing agents, or, in the case of private com¬ 
panies, as members 

(ix) Due from banks . 


64,83,940.60 


64,83,940.60 


1,10,07,707.76 


6. BILLS RECEIVABLE BEING BILLS FOR COLLECTION AS 
PER CONTRA: 

(i) Payable in India 40,79,58,876.96 

(ii) Payable outside India . 4,33,15,104.09 

- 45.12,73,981.05 


7. CONSTITUENTS LIABILITIES FOR ACCEPTANCES, 

ENDORSEMENTS AND OTHER OBLIGATIONS 

25,29,50,070 PER CONTRA: 31,03,87,993.62 


8. LANDS AND BUILDINGS : * 


Bank 

Premises 

Cost as per last 
Balance Sheet 2,13,18.981.91 

Less —Cost of 

Properties sold 

during the year — 


Non-Banking 

Assets 

Investment acquired in 
in satisfaction 

Properties of claims 

15,39,785.44 6.83,891.34 


15,39.785.44 


2,13,18.981.91 — 6,83,891.34 

Add— Cost of 

Additions made 

during the year 11,24,901.93 —' — 


1,67,05,537* 

22,808** 

4,72,766+ 


2,24,43,883.84 

Less —Depreciation 
written off 49,42,598.12 


6,83,891.34 

2,11,124.98 


1,72,01,111 


1,75,01.285.72* —4,72,766.36** 


1.79.74,052.08 


3,84,52,652 

1,00,27,822 


9. FURNITURE AND FIXTURES : 

As per last Balance Sheet 

Add —Additions less Sales made during the year 


4,84,80,473.43 

1,25,17,514.05 


4.84,80,474 

2,10,61,287 lew—Amount written off to date for Depreciation 


6.09,97,987.48 

2,51,88,088.04 


2,74,19,187 


3.58,09,899.44 


608.88,79,117 


Carried over 


6,99,71.40,268,95 
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CENTRAL BANK 

BALANCE SHEET AS 


Previous Year Rupees CAPITAL AND LIABILITIES Rs. Ps. Rs. Ps. 

6.15.50,70,094 Brought forward .. 7,05,85,69,580.76 


6,15,50.70,094 


Total Rupees 


€ 

7,05,85,69,580.76 


Notes forming part of the Accounts:- 

(1) The actual amount of liability arising from future gratwtics payable to staff has not been ascertained but is greater 
than the amount provided. 

(2) As returns in respect of Pakistan Branches have not been received for period after 30th June, 1965, unaudited returns 
as at that date only have been incorporated in the Bank’s Balance Sheet as at 31st December, 1970. As no further 
information is available, the assets and liabilities in Pakistan have not been shown in the Balance Sheet under the 
individual heads but only the net book value thereof has been incorporated. 

(3) The figures for the previous year have been regrouped where necessary. 

(4) Certain old items in the Branch Reconciliations as on 31st December, 1970 remain to be cleared. The balancing 
of general ledger with subsidiary ledgers also remains to be completed at a few branches. Special steps are being 
taken in this regard. 

(5) Bills of Exchange amounting to DM. 10.5 million reported to have been discounted with some German/Swiss 
Banks are purported to have been endorsed/guaranteed by the Bank\s London Branch and in respect of claims re¬ 
lating to some of these bills amounting to DM. 2.5 million, legal proceedings have been instituted against the 
Bank. The Bank has repudiated all alleged liabilities in respect of all such bills and claims/disputes arising there¬ 
from. 


In terms of our report of even date attached 

HARIBHAKTI & CO., 

KHANNA & ANNADHANAM, 
FORD, RHODES, PARKS & CO. 

Chartered Accountants. 


Bombay, 26th June. 1971. 
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OF INDIA 

AT 31 DECEMBER 1970 


PROPERTY AND ASSETS 


Rs. Ps. Rs. Ps. 


6,08,88,79.117 


Brought forward 


10. OTHER ASSETS : 

Shares (Partly paid) of the Central Bank Executor and Trustee 
10,00,000 Co. Ltd. (Subsidiary Company) at Cost 

1,87,97,128 Interest accrued on Investments. 

2,30,49,434 Income-tax paid in advance 

1,42,28,500 Share Application Moneys 

Stamps, Stationery, Stock of Home Savings Safes and Safe 
91,15,915 Deposit Boxes, etc. . 


6,61,90,977 

6,15,50,70,094 


Total Rupees 


6.99.71,40,268.95 


10 , 00 , 000.00 

2,20,93,832.25 

2,18,76,850.00 

33,91,500.00 

1,30,67,129.56 

-6,14,29,311.81 


7,05,85,69,580.76 



B. N. ADARKAR 

V. M. BHIDE ) 

BRIJRAJ NARAIN 

Custodian 

P. KRISHNA AIYER, 

Officer on Special Duty 


V. M. DANDEKAR 

Directors 

B. R. PATEL, 

Bombay, 26th June 1971. 

A. H. ELIAS (■ 

M. NARASIMHAM \ 
G. B. NEWALKAR J 


Chief Accountant. 
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Previous Year 
Rupees 
17,42,92,748 
12,08,78,588 
47,52,963 
1.15,50,000 

13,71,81,551 

48,985 

2,727 

51,712 

2,02,56,018 

1,03,398 

36,41,106 

7,53,600 

1.40,050 

8,93,650 

3.40,827 

3,00,489 

3,95,809 

30,74,762 

41.11,887 

67,60,858 

2,16,684 
* 1,09.06,994 

35,84,16,606 


Previous Year 
Rs. Ps. 
72,000.00 
13,200.00 
6,000.00 
2,032.26 


93,232.26 


CENTRAL RANK 


Statement of Profit and Loss Account for 



EXPENDITURE 





Rs. Ps. 

Rs. Ps. 

1. 

Interest paid on Deposits, Borrowings, etc. 

15,96,06,425.72 

71,91,636.69 

20,48,46,813.88 

2. 

Salaries and Allowances 

Contributions to Provident Fund 



Bonus to Staff 

--- 

16,67,98,062.41 

3. 

Director’s Fees and Allowances 

Committee Members’ Fees and Allowances 

20,621.04 

20,621.04 

4. 

Rent, Taxes, Insurance, Lighting, etc. 


2,66,07,971.55 

5. 

Law Charges 


1,78,181.14 

6. 

Postage, Telegrams and Stamps 


46,33.068.85 

7. 

Auditor's Fees : 

To Statutory Auditors (including Branch audit fees) 

To Branch Auditors 

2,37,550.00 

1,10,500.00 

t 


- 

----- 

3,48.050.00 

S. 

Depreciation on Banking Company's Property 

Repairs to Banking Company’s Property 

Other charges on Banking Company’s Property 

Depreciation on Furniture and Fixtures 

3,29,396.18 

5,88,783.50 

5,07,606.01 

41,26,801.31 

* 


--- 

55,52,587.00 

9. 

Stationery, Printing and Advertisements, etc. 


78,73,061.82 

10. 

Loss from sale of or dealing with non-banking Assets 


— 

11. 

Other Expenditure . 


1,78,881.42 

12. 

Balance of Profit subject to Bonus to Staff 
"'See Note (3) 

Total Rupees 

2,07,91,537.48 

43.78,28,836.59 


Notes : -(1) Particulars of remuneration paid to tile Custodian: 

Rs. Ps. 


(0 

Salary .*. 

60,000.00 


(li) Allowances 

6,600.00 


(iii) 

Contribution to Staff Provident Fund.. 

4,999.98 


(.IV) 

Bonus .. . 

71,599.98 


(v) 

Lca\e pa>, allowances etc. to cx-Custodian 

30,400.00 

1,01,999.98 



(Previous year’s figures represent the total of remuneration to the then Chairman (1-1-69 to 18-7-69) and the then 
Custodian (19-7-69 to 31-12-69). 

(2) The corresponding figures for 1969 represent the aggregate of the figures for the periods from 1-1-69 to 18-7-1969 (before 
nationalization) and from 19-7-1969 to 31-12-1969. The said figures have been regrouped wheramecessary. 

(3) The balance of Profit for the year 1969 is after providing for Bonus to Staff. . 

Tn terms of our report of even date attached. 

HAMBHAKXI & CO. 

KHANNA & ANNADHANAM 
FORD, RHODES, PARKS & CO 

Bombay, 26th June 1971- Chartered Accountants. 
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the year ended 31st December, 1970 


(less provision made during the 

Previous Year 
Rupees 


INCOME 

year for bad and doubtful debts and other usual or necessary provisions). 

' rT 


Ps. 


29,84,25.726 

5.81,46.699 

15,99,217 


2,44.964 


1. Interest and Discount 

2. Commission, Exchange and Brokerage 

3. Rent on Bank’s Premises (excluding Rent on Premises used by the Bank) 

4. Net Profit on Sale of Investments, Gold and Silver, Land, Premises and other 
Assets (not credited to Reserves or any particular Fund or Account) 

5. Net Profit on Revaluation of Investments’ Gold and Silver, Land, Premises and 
other Assets (not credited to Reserves or any particular Fund or Account) 

6. Income from non-Banking Assets and Profit from sale of or dealing with such 
Assets 


37.29,34,499.53 
6.29.32,731.39 
17,38,785.11 


2,22,820. 56 


35,84,16,606 

~ B.~N. ADARKAR 

V. M. BHIDE 
BRURAJ NARAIN 
V M. DANDEKAR 
A. H. ELIAS 
M. NARASIMHAM 
G. B. NEWALKAR 
Bombay, 26th June 1971. 


Custodian. 


> Directors . 


J 


Total Rupees .. 43,78.28,836.59 

P. KRISHNA IYER 

OJfiver on Special Duty. 

B. R. PATEL 

Chief Accountant. 


AUDITORS’ REPORT TO THE PRESIDENT OF INDIA 

L We have audited the attached Balance Sheet of Central Bank of India as at 31st December. 1970 and also the 
Profit & Loss Account of the Bank for the year ended on that date annexed thereto, in which are incorporated the returns of 
185 Branches audited by us, 190 Branches Audited by other auditors, 5 Branches in Pakistan for which unaudited returns as at 
30th June, 1965 have been incorporated and the unaudited returns in respect of 550 Branches not visited by us, for the exclusion 
of which Branches from audit, concurrence of the Reserve Bank of India was obtained. 

2. The Balance Sheet and the Profit and Loss Account have been drawn up in Forms ‘A* and ‘B’ respectively of the 
Third Schedule to the Banking Regulation Act, 1949. Accordingly, they disclose such matters as were required to be disclosed 
in the case of banking companies prior to nationalisation by virtue of the provisions of the said Act as read with the related 
provisions of the Companies Act, 1956. Subject to the limitations of such disclosure and on the basis of the audit indicated 
in the first paragraph, we report that— 

(a) In our opinion and to the best of our information and the explanations given to us and as shown by the books 
of the Bank :— 

(i) the Balance Sheet read with the notes thereon is a full and fair Balance Sheet containing the necessary parti¬ 
culars and ii is properly drawn so as to exhibit a true and fair view of the affairs of the Bank as at 31st 
December 1970 and 

> 00 the Profit and Loss Account read with the notes thereon shows a true balance of profit for the period covered 
by the Account; 

(b) We have obtained all the information and explanations which to the best of our knowledge and belief were neces¬ 
sary for the purposes of our audit and have found them to be satisfactory; 

(c) The transactions Of the B&nk which have come to our notice have been within the powers of the Bank; 

■wA (c^ Tho-eeturna^-eiwept^forPakistan Branches—See Note (2) received from the branches of the Bank have been 

found adequate for the purpose of our<audit. 

HARIBHAKTI & CO.. 1 

KHANNA & ANNADHANAM, l Chartered Accountants. 
Bombay, 26th June 1971. FORD, RHODES, PARKS & CO.J 
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WINDOW ON THE WORLD 

The Enigma of Eurodollars 

E B- BROOK 


VIENNA. 

Whilk whstirn Europe wails to see 
if Britain through its Parliament is 
going to accept the terms for member¬ 
ship of the Common Market agreed 
at Luxemburg, it is concerning itself 
with a subject in some ways even more 
important and certainly more vital to 
its welfare finding some means to con¬ 
trol the constant flow and occasional 
floods of Eurodollars and ‘’hot money” 
which threatens the value of all its 
currencies. 

These Euromarket investments conic 
very largely but not exclusively from 
the United States. The “hot money” 
sources are many with funds to spare or 
money available to speculate for quick 
profits—which could mean almost 
anywhere--which contribute to the 
flood which has at times threatened the 
value of the pound, the French franc, 
the German mark and the Dutch guil¬ 
der. No currency is safe from its 
operations if investment in its coin 
provides a quick and profitable turn¬ 
over. Austria felt it necessary to pro¬ 
tect its schilling three months ago to 
discourage, by making purchase more 
expensive, unwanted foreign funds. 

Complex Control 

The control of these large but loose 
sums of money is highly complex, tied 
intimately with the flourishing Euro¬ 
dollar market and related to efforts 
within the Common Market to reach 
agreement on a common currency. 
The Eurodollar market is the most 
disturbing component of this complex 
because, so far, it is completely un¬ 
controlled and because it has developed 
over some twelve years into a menace 
to European currencies. The recent 
financial crisis, which has led to that 
disturbing new element within the 
Common Market, West Germany’s 
floating mark, was precipitated by the 
movement of dollars from the United 
States into the Eurodollar pool and 
from there into marks. 

There are no reliable statistics in 
regard to the size of the Eurodollar pool 
nor accurate records of its growth but 
the most reliable estimates put the size 
of the Eurodollar deposits at some one 
billion dollars 12 years ago and at over 
50 billion dollars today. This is a 


phenomenal growth of active liquid 
foreign funds in Europe, a growth that 
provides a ready source for investment 
funds, for speculation and for inter¬ 
national economic politics. 

The huge value of the Eurodollar 
pool makes it not only a lurking menace 
to European currencies, it constitutes 
a valuable new money market in which 
large sums of international finance can 
be quickly and easily rounded up. Tt 
is a major asset to the City of London 
which has become the Eurodollar's 
financial centre, which has attracted 
nearly 40 American banks to set up 
offices near the Bank of England where 
they mobilize Eurodollars (US dollars 
on deposit outside the USA) to send 
home for re-lending to ease the United 
States credit squeeze. These banks' 
principal function, however, is to give 
American banking a share in Euro¬ 
dollar lending to American corpora¬ 
tions abroad and to non-American cor¬ 
porations, governments and institutions 
all over the world. 

Leverage with United States 

The availability of Eurodollars in 
Europe is thus controlled by the 
availability and dearness or cheap¬ 
ness of money in the United States 
itself. When high-cost Eurodollars 
are no longer necessary to American 
banks at home they flow back into 
the international system through 
London and from there seek the coun¬ 
try with the highest interest rate struc¬ 
ture. 

The massive and rapid fluidity of 
these dollar deposits is of concern to 
the US Federal Reserve Board as well 
as to west Europe's central banks. The 
Americans have joined the European 
group led by Mr Zijlstra, head of both 
the Dutch central bank and the Euro¬ 
pean group, in seeking to create multi¬ 
lateral supervision. The most practical 
control measure to date has been the 
decision on June 14 by the Bank for 
International Settlements to stop 
for the time being supplying the Euro¬ 
currency market with funds and to with¬ 
draw its funds from that market as 
warranted so as to provide Euro¬ 
currencies with “guidance and 
supervision.” 

Both the United States, the main 


supplier of funds, and West Germany, 
their current nsiaizf recipient* strcjngl^ 
want Eurodollar regulation; the British, 
through whose commercial banks p* 
through American banks payihg London 
huge rents most of the dealings are 
channelled are not so keen. The West 
German government is also worried 
because Eurocurrency controls would be 
more unpopular with German business¬ 
men than an another upward revalua¬ 
tion of the mark. The Bank of Inter¬ 
national Settlements insists that to shun 
Eurocurrency controls is to ignore the 
fact that the purpose of central banks 
is precisely to control the flow of money 
and credit. 

So far West German central bank has 
managed to ensure that the mark does 
not float higher than a revaluation rate 
equal to about *. 5 percent. The mark 
will probably continue to be 
allowed to float, despite French argu¬ 
ments to the contrary, until the Inter¬ 
national Monetary Fund meets in Sep¬ 
tember. Dr Schiller, the West German 
Economics and Finance Minister, has 
let it be known that ther-mark may 
float higher than its present level be¬ 
fore that time and West Germany will 
probably ease its excess of foreign 
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funds by selling dollars at the highest 
mark rates they permit. 

The European weakness is that the 
British do very well out of acting host 
to Eurodollar banking and the Ger¬ 
mans, by floating their mark ever higher 
have managed fo reduce their central 
bank's foreign reserves by selling dol¬ 
lars at a satisfactorily high price. The 
central bank’s foreign reserve level is 
now about 60,100 million marks, some 
9,000 million marks below the record 
reserve figure at the time when the 
mark was first floated. 

Against these practical advantages 
to two of west Europe’s senior banking 
states the Bank of International Sett¬ 
lements and the IMF have a difficult 
task in finding a system relatively satis¬ 


factory to all in controlling Eurodollar 
funds. They will probably find their 
most enthusiastic ally in US Federal 
Reserve Board who seem intent on 
evolving a control plan without British 
help if necessary. The US Treasury 
itself does not help its bank control 
funds since it insists in low bank in¬ 
terest rates at home in order to make 
lending cheaper for fighting domestic 
unemployment. But the low interest 
rates at home and the high rates—some¬ 
times 8 per cent and more—obtainable 
in Europe consistently attract the Ame¬ 
rican dollar first to London and then 
to Frankfurt or elsewhere in Europe. 
While these two basic interest factors 
remain, controls are going to be 
difficult to agree upon and probably 
even more difficult to operate. 


India and South Korea 

R V- MURTHY 


The visit early this month of Mr C.P. 
Srivastava, Chairman, Shipping Corpo¬ 
ration of India, to South Korea is 
significant Tor two reasons. First, it 
serves to highlight the still utterly in¬ 
adequate shipbuilding capacity of our 
country. We are planning to raise ship¬ 
ping tonnage by 4.5 to 6 million tonnes 
so as to be able to handle half the fo¬ 
reign trade by the fifth five-year Plan. 
At present, the facilities available per¬ 
mit construction of ships with a maxi¬ 
mum capacity of only 16,000 dwt, al¬ 
though, with the modernisation now go¬ 
ing on, the Vizag shipyard may soon be 
able to build ships up to 22,000 dwt 
Of course, when the Cochin Shipyard is 
ready to take up shipbuilding, we may 
be able to go up to ships of 85,000 dwt 
or even 100,000 dwt, but this may not 
be before 1974. 

Main Question 

The question is whether wc can 
afford to wait till then without imped¬ 
ing the growing volume of our foreign 
trade. And this, let it be noted, is 
certain to acquire greater tempo in 
the years to come. Secondly, it reminds 
us of the challenge that the Republic 
of Korea is confronting us with — 
to step up our exports to that country 
sharply. Even to meet Smith Korea's 
minimum demand for iron ore 
(Kprea’s Pohong Steel plant — 1.03 
million tonnes initial capacity with plans 
to raise it to 2.4 million tonnes by 
1976 which is to go into operation 
by July, 1973) and manganese ore, In¬ 
dian tonnage would require to be raised 
siz&bly. An idea of this was provided 
to pressmen in Bombay, the other day, 
by Air Woonsqpg Choi, Consul General 
v 6f the Republic of Kore4> when he went 


to Bombay formally to announce the 
appointment of the Resident Repre- 
sentame —■ Mr Taru J. Lalwani — of 
Korea Trade Promotion Corporation 
in Bombay. (This is a counterpart of 
the State Trading Corporation of India, 
although foreign trade is still largely, 
if not wholly, in the hands of private 
traders in Korea). 

Korean Requirements 

According to Mr Choi, Korea’s iron 
ore requirements would rise from 
573,000 tonnes in 1973 to 1.224 million 
tonnes in 1975 while its annual require¬ 
ments of manganese ore would be of 
the order of 14,000 tonnes. Korea is 
also in the market for steel slabs for 
its ship plate mill at Pohong, and her 
requirements of these are expected to 
go up from 40,000 tonnes in 1972 to 
110,000 tonnes in 1974. Between them, 
just two of these items — iron ore and 
steel slab-. — could fetch some $85 
million over a mere 3-4 year period! 
The total volume of India-Korea 
trade in 1969 was no more than 
Rs 66.62 million and even the 1970 
total, which is believed to be double 
that figure, was only erf the order of 
Rs 133.25 million or around SIS mil¬ 
lion. Here then is such an attractive 
proposition the great potentialities of 
which need to be fully explored and 
availed of. A greater volume of trade 
and closer contact with Korea inciden¬ 
tally should help this country know 
some of the secrets of Korea’s fantastic 
economic growth in recent years, 
(some 40 per cent rise in exports and 10 
per cent rise in GNP every year.) 

Korea has been having close and 
cordial relations with this country not 


only since her declaration of indepen- 1 
dence (the inspiration for which, ac¬ 
cording to Korea’s own admission, 
came from Mahatma Gandhi) hut as 
early as the fourth century AD. 
An Indian monk—Marananda is stated 
to have introduced Buddhism to Korea 
in 372 AD. There still exist in Korea 
the three temples he is believed to have 
built. A Korean monk who visited 
India in 727 AD is supposed to have 
been the author of a book entitled 
‘Notes on the Five Regions of India”. 
Curiously enough, although there is a 
German translation of this book, there 
has been no English translation. But 
Mr Choi disclosed to newsmen that 
an English translation was under 
preparation. 

Recently when our country was 
elected as chairman of the UN com¬ 
mission responsible for holding free 
general elections in Korea, it played an 
important role in the lives of Koreans, 
a role which is gratefully remembered to 
this day.. Korea also recalls with grati¬ 
tude India’s help when the North 
Korean communists attacked the Re¬ 
public of Korea in June 1950, a help 
that Korea remembered and recipro¬ 
cated when China attacked us in 1962. 
It was in that year, by the way, that the 
Consulate General of the Republic of 
Korea was established in this country. 
Two years later, in 1964, a trade agree¬ 
ment was also signed with that country. 
Since then, there have been frequent 
mutual consultations between the two 
countries, the latest being the visit of a 
high-powered Korean press delega¬ 
tion to India. 

Bridging the Gap 

Against this background, it should 
not be difficult to improve and expand 
the trade between the two countries. 
Immediately Korea could help India by 
supplying some ships or at least under¬ 
take to build some so as to make them 
available in time to speed up our ex¬ 
ports of iron ore and steel slabs to 
Korea. Unless Korea concentrates 
on supplying heavy capital equip¬ 
ment of this type, it will have to rest 
content with an unfavourable balance 
in its trade with this country, the 
ratio of Korea’s exports (to India) 
to India’s exports (to Korea) being 
1:10. From even a casual glance at 
the items that enter into the trade bet¬ 
ween the two countries, one can make 
out the vast scope both for increasing 
exports of the existing items and for 
further addition and also diversifica- - 
tion. Moreover, at a time when trade 
is tending to centre round regional 
groupings, India and Korea cannot 
afford to allow the opportunities that 
exist and are about to arise in future 
to go unutilised. 
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TRADE WITH YUGOSLAVIA 

A Yugoslav delegation visited New 
Delhi between July 12 to July 15, 1971, 
for a meeting of the Tndo-Yugosiav 
Joint Committee on Trade and Eco¬ 
nomic Co-operation. As a result of 
these discussions, it was decided that 
the current trade and payments 
agreements be extended up to 
December 31, 1972, and thereafter 
all transactions in respect of trade 
between the two countries will be 
conducted in convertible currency. The 
agreement to extend the current Rupee 
Agreement up to the end of 1972 will 
enable this country to acquire a suffi¬ 
cient trade surplus during 1972 which 
will cover the net repayment liability 
of this country towards Yugoslavia. 
This, coupled with the contract for 
supply of 3600 railway wagons to 
Yugoslavia, means that in 1973 when 
multilateral system of trading is intro¬ 
duced between the two countries, all 
old liabilities of this country will have 
been discharged through the exports 
of Indian goods as originally contem¬ 
plated. In 1972, India is expected to 
export over and above the traditional 
items a large variety of non-traditional 
goods, such as jeeps and commercial 
vehicles, castings and forgings, wire 
ropes, garage equipment, aluminium 
products, tyres and tubes, linoleum, 
transistor radios and other engineering 
items as well as consumer goods, apart 
from chemicals and plastic materials. 
So far as India’s imports are concerned, 
there is persisting interest in fields such 
as agricultural and crawler tractors, high 
pressure gas cylinders, ship-building, 
automobile ancillary industries, viscose 
staple fibre, steel material,capital goods, 
■on-ferrous metals, non-ferrous manu¬ 
factures, fertilizers, mercury etc. The 
two delegations exchanged views on 
promoting industrial co-operation bet¬ 
ween the two countries and noted that 
possibilities exist in fields such as phar¬ 
maceutical industries, manufacture of 
electronic equipment, domestic sewing 
machines and knitting machines, food 
processing machinery, wagon buildings, 
crawler tractors, etc. 

PHARMACEUTICALS EXPORTS 

Fifteen manufacturers of dyes aud 
pharmaceuticals have joined to float a 
company—Triochem Products Pvt 
Ltd—to undertake exports of their 
products. The company will not enter 
the domestic market. The aim is to 
obviate the difficulties in the way of an 
individual exporter, and to gain all the 


Winds 


benefits and economies of large-scale 
operations of export promotion. Mem¬ 
bership of the company will be open for 
producers accepting the guidelines laid 
• down by the company. Members will 
be free to market their products indi¬ 
vidually also, subject to the company’s 
rules. The company will undertake 
market surveys, publicity and advertis¬ 
ing abroad, sales promotion, quality 
control, setting up of branches and 
depots in foreign countries, advising 
members on pricing and packaging, 
participation in trade fairs and exhibi¬ 
tions, and finally promotion of joint 
ventures and export of Indian techno¬ 
logy abroad. 

MALAVIYA COMMISSION 

It has been decided by the union 
government to appoint a committee 
to study certain features of the struc¬ 
ture, organisation, financing and func¬ 
tioning of the Oil & Natural Gas 
Commission, and, make recommenda¬ 
tions for changes and improvements 
which will strengthen and enable the 
commission to achieve the objective of 
rapid expansion of its programme of 
survey, exploration and production of 
gas and oil, both on-shore and off¬ 
shore, so that the potential oil and gas 
resources of the country arc fully ex¬ 
plored and exploited within a measur¬ 
able period of time and the commission 
is able to extend its activities to 
promising on-shore and off-shore areas 
in neighbouring countries, if and when 
suitable opportunities arise, and thus 
the commission is able to make rapid 
and continuous additions to established 
reserves and to production to meet 
the growing needs of the country. The 


composition of the expert team is as 
follows Mr K. D. Malaviya, M.P. 
—Chairman; Mr M..S. Pathak, Mem¬ 
ber, Planning Commission and Chair¬ 
man, Engineers India Ltd; Dr. CL 
Ramaswamy, Chief of Exploration, 
Planning and Development, Ministry 
of Petroleum & Chemicals, Govern¬ 
ment of India; Mr N. Krishnan, Chief 
Cost Accounts Officer, Ministry of 
Finance, Government of India, and a 
senior and experienced geologist, whose 
name will be announced later, as mem¬ 
bers. Mr S. N. Ghosh, Chief of Pub¬ 
licity Division, Petroleum Information 
Service and Editor, Oil Commentary , 
will be secretary. 

POLL ON BANKS’ POPULARITY 

The Ahemdabad Junior Chamber 
conducted a public opinion poll on na¬ 
tionalised banks and the report relea¬ 
sed recently contains some interesting 
results. This survey reveals that popular 
sentiment in favour of nationalisation 
has been declining so that only 37 
per cent favoured nationalisation and 
56 per cent favoured social control. 
On the question of the efficiency of the 
bank services this survey revealed that 
the standard of efficiency in terms of 
services rendered to . the customers of 
banks had come down with the nation¬ 
alisation. As many as 77 per cent of 
all the respondents stated that there 
was a fall in efficiency. The table 
below reveals the fact in some details. 
An interesting result of the survey was 
that the majority of bank employees 
also believed that the standard of 
efficiency in the banks had been deterio¬ 
rating. In response to another ques¬ 
tion the majority opinion was in favour 
of the nationalised banks following the 
banking principles of “Creditworthi¬ 
ness” in advancing loans. Only 33 
per cent were not agreeing with this 
view. It was also opined by 66 per 
cent of the respondents that banks 
should advance loans for purchasing 
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Occupations 

No. of 
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pond¬ 
ents. 

Fall in 
effici¬ 
ency. 

No 

fall 

No 

opinion 

* 

Total 

Industrialists 

6 

67 

33 


100 

Small scale industrialists 

36 

89 

11 


100 

Traders 

96 

96 

4 


100 

Technicians 

30 

73 

27 


100 

Professionals and executives 

144 

75 

24 

i 

100 . 

Other, servicemen 

214 

78 

21 

l 

100 

Workers 

24 

33 

50 

17 

100 

Farmers 

34 

70 

24 

6 

100 

Miscellaneous 

44 . 

68 

23 

9 

100 

Total 

628 

rT ; 

20 

i.- 

100 
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consumer durables such as motor cars, 
scooters, refrigerators and radios. 

NATIONALISED BANKS’ DEPOSITS 

An official document released re¬ 
cently stated that on May 28, 1971, 
deposits of the 14 nationalised banks 
stood at Rs 3,407.9 crores as against 
Rs 2,625.8 crores at the time of 
nationalisation. The amounts out¬ 
standing in the borrowal accounts have 
also increased from Rs 760.8 crores in 
June 1970 to about Rs 897.3 crores in 
March 1971—more than twice the 
amount in June 1969. The aggregate 
advances of these banks under the 
heads agriculture, small-scale industry, 
road transport operators, retail trade 
and small business, professional and 
self-employed persons and employed 
persons and education constituted 22.8 
per cent of their total advances in 
March 1971 as against 14.5 per cent 
in June 1969. The aggregate advances 
of these banks were of the order of 
Rs 3,934 crores in March 1971 as 
against Rs 3,017 crores in June 1969. 
The number of farmers’ borrowal ac¬ 
counts with the public sector banks 
has gone up’from 171,880 in June 1969 
to 615,952 in June 1970 and 795,745 
in March 1971. The amounts out¬ 
standing in these advances increased 
from Rs 38 crores in June 1969, to Rs 
153.4 crores in June 1970 and about 
Rs 198.8 crores in March 1971. Bet¬ 
ween July 19, 1969, and April 30, 1971, 
3,419 new offices were opened by the 
commercial banks out of which 2,934 
were opened by the public sector banks, 
nearly 70 per cent of them in unbanked 
centres, mostly in rural areas. 

“PRIYADARSHIN1 ’ LAUNCHED 

World’s first reloading vessel, a 
Mobile Port, which was launched at 
Tokushima in Japan recently has been 
named “Priya Darshini” after the Intiian 
Prime Minister. This vessel has been 
designed and built by Messrs. Mitsui 
Oceanic Development Engineering Cor¬ 
poration well-known firm of ship¬ 
builders in Japan for Messrs. V. S. 
Dempo & Co. of Goa, a prominent 
iron-ore export house. With the es¬ 
tablishment of the reloading vessel 
one of the major inadequacies in regard 
to operational facilities in Indian ports 
will be met effectively. It is manoeuvr¬ 
able in shallow as well as deeper waters. 
The reloader can approach and get 
alongside big carriers of up to 60,000 
tonnes which cannot come to the har¬ 
bour at Mormugao. At present car¬ 
riers of up to a maximum of 25,000 
tonnes can be loaded at the Mormugao 
harbour. The vessel will act as re- 
loader—receiving ore from barges and 
then loading it on to ore carriers and 
will greatly speed up ore shipments to 


EASTERN ECONOMIST 

Japan. Dempo’s supply contract with 
Japan this year is 1.5 million tonnes and 
it is likely to be stepped up to 1.8 
million tonnes by 1975. Built at a cost 
of Rs 2.50 crores, this mobile port 
has a storage capacity of 20,000 tonnes 
and handling capacity of 10,000 tonnes 
per day. 

TELEVISION INSTITUTE 

The United Nation Development 
Programme is to assist this country in 
launching a man-power training pro¬ 
gramme for expanding the use of tele¬ 
vision media for adult education, fa¬ 
mily planning and intensified agricul¬ 
tural production. Under the project, 
which is the first of its kind, a televi¬ 
sion training institute will be established 
at Poona. This will turn out qualified 
personnel of various categories to 
man new television centre which 
will become operational in Bombay 
and Srinagar in 1972 and in other 
state capitals in subsequent years. 
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Technical execution of the project will 
be the responsibility of UNESCO ia 
association with the International Tele¬ 
communications Union, while the 
union government’s co-operating 
agency will be the Ministry of Infor¬ 
mation and Broadcasting. The UNDP 
will provide television and other equip¬ 
ment for the institute and eight inter¬ 
national experts at an estimated cost 
of nearly 1.2 million dollars in foreign 
exchange. Eighteen Indians will also be 
trained abroad, through UNDP fellow¬ 
ships, who will take over from the 
foreign experts at a later date. The 
union government will contribute Rs 
1.17 crores, mostly in kind, by way of 
buildings and local facilities and coun¬ 
terpart stalf. 

NAMES IN THE NEWS 

Mr K.T. Satarawala, General Mana¬ 
ger of Indian Airlines has been appoin¬ 
ted advisor to the government 
of Gujarat. 



Indian Banks’ Association 

requires for its Personnel Department / 

ONE PERSONNEL OFFICER 
ONE PERSONNEL SUPERVISOR 

for assisting our Personnel Adviser. They must bO 
brilliant Graduates with Diploma in Personnel :■ / 
Management or other professional qualifications 
and have 5 to 7 years experience in handling 
personnel relations In banks, financial institutions 
or service industries. 

Posts offer an opportunity to make a useful 
contribution to the handling of personnel relations 
in the banking industry. Compensation offered 
will be around Rs. 1,500/- p.m.for Personnel 
.Officer and around Rs. 700/- p.m. for Personnel 
Supervisor. 

Eligible persons may write in confidence within 
10 days along with a seif addressed 24 cm x 12 cm 
envelope stamped with 35.paise stamps, to the 
Sscretary v Indian Bank's 1 Association! 

Stadium House, 81-83, Veer Nariman Read, 
Bombay-20, for a copy of the prescribed 
Application Form, Indicating the post for whlck 
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Company Affairs 


CENTRAL BANK OF INDIA 

Centrai, Bank of India had on De¬ 
cember 3). 1970, deposits of the order of 
Rs 563.35 erores as against Rs 500 75 
crores on December 31, 1969. The 
increase m deposits was uniform in all 
classes. Fixed deposits and cash certi¬ 
ficates accounted for Rs 280 34 crores 
against Rs 253.27 crores last year. 
Similarly savings bank deposits amoun¬ 
ted to Rs 148.98 crores as against Rs 
127.66 crores last year. Current account 
and call deposits etc. accounted for Rs 
134 04 crores as against Rs 119.82 
crores on December 31, 1969. During 
the same period advances and bills 
discounted increased from Rs 354 01 
crores to Rs 400 86 crores. Out ot 
these advances debts in respect of which 
the bank has been fully secured amoun¬ 
ted to Rs 327-34 crores, debts for 
which the bank held no security other 
than the debtor's personnel security 
were about Rs 18.51 crores and debts 
secured by the personnel liabilities 
of one or more parties in addition to 
the personal security of the debtors 
were about Rs 55.01 crores. The bank 
improved its performance considera¬ 
bly so that profit subject to bonus to 
staff was about Rs 2 08 crores as 
against Rs 1.09 crores during the 
previous year. 

BIHAR ALLOY STEELS 

The directors of Bihar Alloy Steels 
Limited have approved the allotment 
of equity shares at its board meeting in 
Bombay recently. According to the 
scheme of allotment seven out of 10 
applicants for 50 shares will get 25 
shares, six out of 10 applicants for 
100 shares will get 50 shares: nine out 
of 10 applicants for 150 shares will 
get 50 shares and applicants for 200 
shares will get 50 shares. Allotments 
in respect of applications for 250 
shares and above will be on a graded 
basis ranging from 100 shares to 
17,525 shares for applicants up to 
350,000 shares. 

TEXMACO 

The directors of Texmaco propose 
to issue 10,000 new 9.3 per cent cumu¬ 
lative redeemable preference shares of 
Rs 10C eachfRs 10 lakhs) at par out 
of the unissued capital of Rs J 10,000 
shares. The new shares will be re¬ 
deemed at par on December 31, 1980. 
These will be offered in the first instance 
to holders of existing equity shares 
by way of rights in the ratio of one new 


preference share for every 150 equity 
shares held. The full amount of Rs 
100 per share is payable on applica¬ 
tion. Whatever rights shares are 
not taken up by the existing equity 
shareholders will be allotted by direc¬ 
tors later. 

BANK OF INDIA 

Bank of India made considerable 
progress in 1970. Its total income went 
up by Rs 4.58 crores — from Rs 29.12 
crores in 1969 to Rs 33.70 crores in 
1970, the main contributing item being 
the increase in interest and discount 
(Rs 3 98 crores). This increase in in¬ 
come was, however, substantially offset 
by an increase of Rs 4.20 crores in 
overheads, from Rs 27.51 crores in 
1969 to Rs 31.71 crores in 1970. The 
increase in overheads was mainly 
spread over interest paid on deposits 
and borrowings (Rs 2.30 crores) and 
establishment charges (Rs 1.56 crores). 
The net profit for the year at Rs 1.99 
crores was higher by Rs 0.38 crorc 
compared to Rs 1.61 crores in the 
previous year. A sum of Rs 40 lakhs 
has been transferred to the reserve 
fund under section 17 of the Banking 
Regulation Act, 1949, while the alloca¬ 
tions to bonus and staff welfare fund 
amounted to Rs 72.50 lakhs and Rs 
five lakhs respectively. A sum of Rs 
81.26 lakhs was transferred to the 
central government which represents 
a return of 5 528% per annum on the 
compensation of Rs 14.70 crores paid 
by the government for acquiring 
ownership. During 1970 the bank 
opened 90 new branches, out of which 
44 were in rural areas and 19 in semi- 
urban areas. The bank had 400 bran¬ 
ches at the end of 1970 out of which 
108 were in rural areas. The bank has 
the largest number of mobile bran¬ 
ches. 

GREAT EASTERN SHIPPING 

The directors of the Great Eastern 
Shipping Co. Ltd have proposed for 
the year ended March 31, 1971 an 
equity dividend of Rs 2.25 a share i.e. 
22.5 per cent which is expected to be 
free of tax. The company had paid a 
dividend of 12 per cent i.e. Rs 1.20 a 
share for the nine month period ended 
March 31, 1970. The year’s operations 
of the company are highlighted by a 
spurt in freight and other earnings to 
Rs 13.45 crores compared with Rs' 

8.58 crores for the previous nine month 
period. This has led to an increase in 


gross profit to Rs 5.40 crores compared 
with Rs 2.78 crores for the previous 
period. Depreciation claims Rs 1.72 
crores, taxation Rs 11 lakhs and de* 
velopment rebate reserve, Rs 89.50 
lukhs. 

VOLTAS 

The operations of Voltas Ltd for the 
period of nine months ended May 31, 
1971 shows satisfactory progress. Total 
sales during the period amounted to 
Rs 74.11 crores as compared to Rs 
60.43 crores for the (fcrresponding 
period in the previous year. The 
value of unexecuted firm orders in hand 
at the end of May, 1971 was Rs 55 
crores as against Rs 47 crores at the 
end of May, 1970. v 

NANDURBAR OIL 

Nandurbar Oil and Vanaspati In¬ 
dustries Ltd., proposes to enter the capi- * 
tal market in October with a public 
issue of Rs 22 lakhs (Rs six lakhs in 
preference shares and Rs 16 lakhs in 
equity shares). The company is setting 
up a factory at Nandurbar, in West 
Khandesh district (Maharashtra). The 
capacity of the plant will be 25 tons of 
vanaspati, 10 tons of refined oil and 5 
tons of soap per day. The company's 
authorised capital is Rs 50 lakhs. The 
directors and their friends will take up 
shares worth Rs 10 lakhs. The cost 
of the project is estimated at Rs 80 
lakhs, which will be met by share capi¬ 
tal (Rs 32 lakhs), loan from SICOM 
(Rs 10 lakhs), loan from the Maha¬ 
rashtra State Financial Corporation 
(Rs 20 lakhs) and bank borrowings 
(Rs 18 lakhs). The turnover after 
achieving full rated capacity is esti¬ 
mated at R$ 4.50 crores. Raw mate¬ 
rials are available locally. Land has 
been acquired for setting up the fac¬ 
tory and orders for machinery have been 
placed. Construction of the factory is 
expected to start by October and the 
plant is expected to be commissioned 
by July, 1972. 

K1RLOSKAR ELECTRIC 

Kirloskar Electric Co. Ltd, and 
Kirloskar Brothers Ltd, have agreed 
to co-opcrate with an entrepreneur 
in Philippines for setting up a joint 
venture in Manila* for the assembly 
and manufacture of electric motors, 
alternators and pumps. The entire pro¬ 
motion work and formation of the 
new company will be undertaken by 
the local entrepreneur in Philippines. 
The proposal envisages Kirloskar 
Electric offering technical collaboration 
to the new company on a royalty basis. 
The proposed new company will have 
an authorised capital of IQ, million 
Pesos, and issued and subscribed capital 
of three million Pesos. Tin local entre¬ 
preneur in Manila and. the puWiq of 
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Philippines will take up 70 per cent 
and Kirloskar Electric and Kirloskar 
Brothers will invest 675,000 Pesos (Rs 
7.89 lakhs), and 225,000 Pesos (Rs 2.60 
lakhs) respectively. The investments 
by Kirloskar Electric and Kirloskar 
Brothers will be in the form of supply 
of plant and machinery. 

CABLE COMPANIES TO MERGE 

The Western Insulated Cables Ltd, 
formerly Henley Cables India Ltd, pro¬ 
poses to merge with the Indian Cable 
Co. Ltd according to the merger scheme. 
The shareholders will get 16 fully-paid 
10 rupee equity shares of Indian Cable 
for every three fully paid 100 rupees 
equity shares of Western Insulated. 
The proposal which has already been 
considered by the Western Insulated 
board will be placed before the share¬ 
holders for their approval shortly. 
Steps to obtain the approval of the 
Indian Cable shareholders is also to 
be taken shortly. It is proposed to 
effect the amalgamation from Novem¬ 
ber 1, 1971. 

LICENCES & LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act 
1951, during the three weeks ended 
February 20, 1971. The list contains 
names and addresses of the licensees, 
articles of manufacture, types of 
licences—New Undertaking (NU); New 
Article (NA): Substantial Expansion 
(SE); Carry on Business (COB); Shift 
ing—and annual installed capacity. 

Metallurgical Industries 

M/s Killick Slotted Angels Ltd, 
Dexion Tower, Kurla Powai Road, 
Bom bay-72. (Bom bay-Maharashtra)— 
1. Slotted Angles 2. Shelves and panels 
3. Open Steel Planks—4500 tonnes per 
annum. (COB),; M/s Union Carbide 
India Ltd., UCOBank Building, Parlia¬ 
ment Street, New Delhi. (Tamil Nadu) 
—Zinc strips, calots and plates—6000 
tonnes per annum. (N.U.); M/s. J.K. 
Industries Pvt. Ltd., 7, Council House 
Street, Calcutta—Raya^ada. (Koraput, 
Dist Orissa) — Aluminium Ingots— 
30,000 tonnes p.a. (60% this shall 
be of the electrolytic grade). (N.U.). 

Electrical Equipment 

M/s Lamp Caps & Filament Ltd, 
18, Khorshed Building Sir P.M. Road, 
Bombay-1. (Thanna-M aharashtra)— 
Tungsten Filaments from Rod Stage- 
—150 Million meters per annum. 
(NU); M/s Philips India Ltd, Shiv- 
sagar Estate, Dr Annie Besant Road, 
Worli, Bombay-18. (Maharashtra)— 
Glass Tubings for electric lamps—3600 
tonnes per annum. (COB). 

TetecttiflAun^ 

Sfitf G.D. Oopal, Gopal Bagh, 
Co&bbatore-lk (TamiJ Njadu)—Car¬ 


bon Potentiometer—1.2 million nos. 
(COB); M/s Golden Industries, 10, 
Jessore Road, Calcutta. (Mysore)— 
Band Change switches—0.5 million 
nos. (COB); M/s Baroda Electronics 
Industries (P) Ltd, 78, Chandni Road, 
Baroda-2. (Gujarat)—!!) Fixed Car¬ 
bon Film Resistors —10 million Nos. 
p.a. (2) Electrolytic capacitors —4.8 
million nos. p.a., (3) Plastic Film 

capacitors, Styo flex & Mylar — 5.0 
million nos. p.a. (COB); M/s Asian 
Electronics Ltd, Handloom House 
3rd Floor, 221, Dr. D.N. Road, 
Bombay-1. (Maharashtra)—(1) Car¬ 
bon Resistors Expansion from 30 mil¬ 
lion‘nos. to 37 million nos. p.a., (2) 
Sytroflex Capacitors—Expansion from 
12.2. million nos. to 14.2 million nos. 
p.a. (SE). 

Transportation 

M/s Hind Cycles Ltd, 250, Worli, 
Bombay-25. (Maharashtra)—Bicycle 
4,00,000 nos. p.a. (COB); M/s Mar¬ 
shall Industries of Jndia Ltd, 9/52, 
Kirti Nagar, (New Delhi) (New Delhi) 
—1. Bicycle spokes and Nipples— 
3,11,040 (with washers) hundred sets 
p.a., 2. Bicycle chains—4,32,000 nos. 
p.a. 3. Bicycle Handle Bars—1,8000 nos 
p.a., 4. Bicycle chain wheel and Crank 
assembly—2,16,000 sets p.a. (COB); 
M/s Mopcds India Ltd, Central Offce 
No. 1, V. Palaniswamy Naidu Street, 
Avanashi Road, Calcutta-18. (Tiru- 
pathi, Andhra Pradesh)—Mopeds 
(50cc)—15,000 nos. p.a. after expansion 
(SE); M/s Escorts Ltd, 19/6 Ma¬ 
thura Road, Faridabad (Haryana). 
Faridabad-Haryana)—Bicycle Rims- 
1.25 lakh nos. p.a.; M/s Hind Cycle 
Ltd, 250, Worli, Bombay—25DD. 
(Bombay-Maharashtra)—Complete Bi¬ 
cycles—3,82,000 nos. p.a. (COB); The 
Road Master Industries of India Pvt. 
Ltd., Industrial Area, Rajpura. (Raj- 
pura-Punjab) —1. Bicycles— 2,70,000 
Nos., 2. Bicycle spokes & Nipple with 
washers—1,44,000 gross sets, 3. Bicycle 
Frames—60,000 sets, 4. Bicycle Forks 
—60,000 sets, 5. Chain wheel cranks— 
60,000 sets ,6. Handle Bars-60,000 
Nos., 7. Mudgards — 60,000 pairs, 8. 
Paddles — 60,000 Nos., 9. Peddle — 
60,000 nos., (COB); Everest Cy¬ 
cle Ltd, Gopinath Nagar, Gauhati 
(Assam). (Gauhati-Assam)—1. Comp¬ 
lete Bicycles—108,000 nos. p.a., 2. 
B.ti. Axles—450,000 nos. p.a., 3. 
B.B. cups—180,000Nos, p,a.4. Spokes, 
Nipples and washers—77,760 hundred 
Nos., 5. Mudguards— 135,000 pairs, 
6. Chain wheel & cranks— 64.000 
set? p.a. (COB). 

Industrial Machinery 

M/s. Ingersoll Rand (I) pvt. Ltd, 
Khanna Construction House, 44, Mau- 
lana Abdul Ghaffar Road* Worli, 
Bombay-18. (Ahemdabad-Gujarat)—1. 


Air & Ga$ compressors and Dry 
vacuum pumps—1,800 Nos. p.a,, 2. 
High pressure model 15T2 air com¬ 
pressors (1,500 PSIG)—20 Nos. p.a., 
3. High pressure Model 15T3 Air com¬ 
pressor 3000 (PSIG)—40 Nos, p.a. 4. 
Compressors Model ESH 7'x5' Non- 
Lubricated Cylinder—24 Nos. p.a., 5. 
Compressor Model FSH 9j"x7* Non- 
Lubricated Cylinder—24 Nos p.a. 6. 
Compressor Model 25B 6^x5'—36 Nos. 
p.a., 7. Compressor Model 50B 6*x6 * 
and5'x5" double- 30 Nos p.a. (COB); 
M/s Frick India Ltd., Jeevan Vihar, 
3, Parliament Street, New Delhi. 
(Faridabad-Haryana)—Centrifugal pa¬ 
ckaged chillers—20 Nos. p.a.;- M/s 
Vikhroli Metal Fabricators Ltd. Const¬ 
ruction House Walchand Hirachand 
Marg Ballard Estate, Bombay-1. (Bom¬ 
bay-Maharashtra)— I. Cement carrier 
—12 Nos p.a., 2. Agitator cars for 
concrete conveyance—12 Nos. p.a. f 
3. Pneumatically operated concrete 
lasticers—12 Nos. p.a., 4. Concrete 
uckets—6 Nos. p.a., 5. Sand washing 
machines—4 Nos. p.a., 6. Transit con¬ 
crete mixers—6 Nos. p.a., 7. Concrete 
vibrators—200 Nos. p.a., 8. Mining 

cars-Job works accessories. (COB); 

M/s Shivaji Works Ltd, Shivashahi 
Dist-Sholapur. (Maharashtra)—Self¬ 
priming Pumps—3,500 Nos. p.a. 
(COB). 

Agricultural Machinery 

M/s Harsha Tractors Ltd, 42, Jan- 
path, New Delhi. (Loni-Uttar Pradesh) 
—Model DT—I4B/T-25—Agricultural 
Wheeled Tractors (20 HP) and spare 
parts—10,000 Nos. per annum. ^NU). 

Earth Moving Machinery 

The Managing Director, Bharat Earth 
Movers Ltd, Bangalore-17. (KolarCold 
Fields-Mysore)—1. Crawler Tractors 
including Angle Dozer. Bull Dozers 
Model, (i) D-1201-B—Above 120 H.P. 
D80A-12I—350 Nos. p.a., (ii) D-50- 
-A-I5—Below 120 H.P.—300 Nos. p.a., 
2. Motor Graders Model—440—60 
Nos. p.a. (NA). 

Commercial Equipment 

M/s Danfoss (Jndia) Ltd, Bank of 
Baroda Building, Apollo Street, Bom¬ 
bay. (Ghaziabad-Uttar Pradesh)—So¬ 
lenoid Valves and Shut off valves— 
40,000 Nos. per annum only. (COB). 

Scientific Instruments 

M/s British Physical Laboratories 
India Ltd, 28 k.H. Road, Bangalore- 
27. (Palghat-Kerala)—(1) Larger Instru¬ 
ments such as different types of Bridges, 
Break down Testers, Signal generators 
etc.—450 Nos. p.a., (2) Electro-car¬ 
diographs—400 Nos. p.a., (3) Ultraso¬ 
nic Fish Detectors/Echo Sounders— 
100 Nos. p.a., (4) Power Line carrier 
Equipment and Accessories-—50 Nos. 
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p.a., (5) Level Meiers—2 5 lakh 

Nos, p.a. (COB)* M/s Ravindra 
Heraum (P) Ltd., Shanti Nagar, Pipe 
Line, Vakola, Santacruz (East) Bom* 
bay-55 A.S. (Maharashtra)—Scientific 
Instruments viz. Platinum crucibles. 
Dishes. Wires, Spatulas, Spoons, Boats. 
Filtercones, Tipped Forceps/Tongs, 
Triangles, Wire Ganges, Foils, Elect¬ 
rodes, platinum. Platinum/’Rhodium 
Thermocouples Wires etc. 70 Kgs. 
per annum. (COB). 

Chemicals 

\1/s Monsanto Chemicals of India 
P\t. Ltd , Wakefield House, II, Sprott 
Road, Ballard Estate, Bombay-1. 
(Maharashtra)—1. 3, 4—Dichloropro- 
pionanilide Emulsifiable concentrate 
(ROGUE), 2. 2-Chloro, 2,6- Diethly- 
N-(Methoxymethyl) actanilide-Emulsi- 
fiable concentrates (LASSO), 3. 2, 3-tri- 
chloroallyl disopropglthio carbamate- 
emulsifiablc concentrate (AVADEX 
DW—80,000 Litres per month. (COB); 
[(A) and (B) denotes M. Tonnes, (C) 
and (D) denotes Literes] EID Parry 
Ltd., Dare House, P.B. No. 12, 
Madras-1. (Tade palli-Andhra Pra¬ 
desh)-!. BHC 5% 1,000(A) - 50 (B), 

2. BHC 10%—5,000 (A)—500 (B), 

3. BHC 50% W.P.--250 (A)—135 (B), 

4. DDT 5% 500 (A)—25 (B), 5. DDT 

10%—200 A— 20 (B), 6. DDT 50% 
W.P.- iOO (A)—125 (B), 7. Malathion 
Dust (5% or2%)—250 (A)- 12 5 (B), 
8. Thiodan Dust (4% or 2%), - 250 
(A) 10 (B), 9. Parrycop 50% W.P.~ 50 
(A)—44.25 (B), 10. Brassicol W.P.—50 
(A)—37.5 (B), 11. Endrin 20% EC- 
50,000 (C). 10.3 (D) 12. Malathion 
5% EC—20,000 (C> (11D) 13. 

DE DE Tol 25% EC—12,000 (C) 3 
(D) 14. Thiodan 35% EC—50,000 
(C) 20.3 (D), 15. Lindalin 20% EC 
—2,0C0(C)0.42 (D) 16. Morocide 40% 
FC—1,000 (0-0.4 (D). (COB); 8. M/s 
Indian Organic Chemicals Ltd., 28, 
Apollo Street, Fort, Bom bay-1. (Ma¬ 
harashtra)—I. T.C.A. (Trichlovo Ace¬ 
tic Acidrils salts and esters—50 Tonnes 
p.a., 2. M.C. TRA. H) Methyl and 
Chlorophenoxy Acetic Acid and its 
sails & esters)—100 Tonnes p.a, 3. 
M C.P.B. (1 Methyl 4 Chlorophenoxy 
Butvric Acid 7 and its salts and esters 
—50 Tonnes p.a., 4. 2-2 DPA (2 
Dichloro propionic Acid and it salts 
and esters, (Dalapon)—150 Tonnes 
p.a. (NA); M/s. Assam industrial De¬ 
velopment Corporation Ltd, 26-A, 
Contonment, G.S. Road, Shillong. 
(Assam)—1. Methanol —7,000 tonnes 
per annum, 2. Formalin—12,000 ton¬ 
nes per annum, 3. U.F, Glue-12,000 
Tonnes p.a 4. U.F. Moulding Powder— 
1,000 tonns. p.a., 5. P.V.C, Processed 
Good—6,000 tonnes p.a., 6. Non con¬ 
centrated Glue (50%)—12,000 tonnes 
p.a., 7. Concentrated Glue (75%)— 
12,000 tonnes p.a. *(NU), M/s Poona 
Qxygen & Acetylene Co. (P) Ltd, 52, 


Mira Society, 99, Shankarseth Road, 
Poona. (Poona-Maharashtra)—I. Oxy¬ 
gen Gas —3,60,000 cubic metres p.a., 
2. Acetylene Gas—2,16,000 Cubic Me¬ 
ters p.a. (COB); M/s Cellulose Products 
of India Ltd, P.O.K.athwada Maize Pro¬ 
ducts, Dist. Ahemdabad, Ahemdabad. 
(Gujarat)- Polyvinyl Alcohol— 500 
tonnes p.a.; M/s India Carbon Ltd, 
6, Old Post Ofi'ce Street, Calcutta. 
(Thana-Maharashtra)—Ethahokmiines 
—3,000 tonnes per annum. (NU). 


Drugs & Pharmaceuticals 

M's. C:li Jeeps Pvt. Ltd, P.O. Alla- 
dra, Dist. Barod (Gujarat) (Gujarat)-- 
Piece Hard Gelatine Capsules—Expan¬ 
sion from 150 million pieces to 350 mil¬ 
lion pieces p.a. (SE). 


Textiles 

M/s Vijay Tape Mfg. Co., Behind 
Alcock Pipe * Factory, Gomtipur, 
Ahemaabad-21 (Gomtipur-Gujarat)— 
Cotton tapes—68 (COB); M/s Chemi¬ 
cals & Fibres of India Ltd., 34, Chow- 
ringhec, Calcutta-16. (Bombay- 
Maharashtra)- Polyester Staple 

Fibre — Expansion from 4,500 tonnes 
to 6,100 tones p.a. (SE.) Ms Yesh- 
want Co-operative Processors Ltd, 288 
(I), Bungalow Road, Tchalkaran ji, 
Dist. Kolhapur. (Maharashtra 1—Pro¬ 
cessing of Textiles—30 million Metres 
per annum. 


Paper and Pulp 

M/s The Bengal Paper Mills Co. 
Ltd, 14, Netaji Subhas Road, Cal¬ 
cutta-1. (Raniganj-Wcst Bengal)— 1. 
Pulp—50,000 tonnes p.a., 2. Paper 
(writing) printing and wrapping and 
pulp board— 50,000 tonnes p.a. (COB); 
M/s Western India Match Co. Ltd., 
Indian Mercantile Chambers, Nicol 
Road, Ballard Estate, P.B. No. 254,. 
Bombay-1 (Calcutta-West Bengal)—1. 
Semi-chemical pulp—1,500 tonnes 
p.a.. 2. Blue Match paper—7,500 tonnes 
p.a. M/s; Sirpur Paper Mills Ltd, UCO 
Bank Building, Parliament Street, New 
Delhi-1. (Sirpur—Andhra Pradesh) . - 
Pulp—40,000 tonnes p.a., Paper—40,000 
tonnes p.a. (COB); M)s Andhra Pra¬ 
desh Paper Mills Ltd, Shreeniwas 
House, Fort, Bombay. (Rajahmundry- 
Andhra Pradesh)—Pulp 45,000 tonnes 
p.a. (COB); M/s. The West Coast 
Paper Mills Ltd, Shreeniwas House 
Fort, Bombay. (Dahdeli. North Kanara 
-Mysore)—1. Paper—4,500 tonnes p.a., 
2. Pulp—4,500 tonnes p.a. . (COB); 
M/s The Arvind Boards & Paper 
Products Ltd, Antobia Billimora, Dist. 
Bulsar (Gujarat), (Antolia-Gujarat)— 
Straw Boards, Packing ^ Wrapping 
papers. Paper Board and Kraft paper— 
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16,000 (Sixteen thousand) Tonnes p.a. 
(COB). 

Sugar 

The Chikoci Raibag Sugar & Athani 
Taluk Rayats, Sahakari Sakkare Karh- 
khane, Niyamit, Raibag, P.O. Kudchi, 
Dist. Belganm (Mysore). (BudihaL 
Mysor?)—Crushing capacity of 1,250 
tonnes of sugarcane per day. (NU). 

Food Processing Industries 

0 

M/s. Kaira Distt. Co-operative Milk 
Distributors Union Ltd., Anand, Dist. 
Kaira (Gujarat). (Anand-Gujarat)— 
High Protein and Weaning Foods— 
6,000 (Six thousand) tonnes per annutm 
(COB). 

Vegetable Oils and Vanaspati 

M/s The Jai Hind Oil Mills Co., 
887-89, Narri Natha Street, Bombay-9. 
(Bhandup, Bombay-Maharashtra)— 
Vanaspati—60 (Sixty) tonnes per day. 
(COB). 

Rubber Goods 

Shri L.G. Varadarajulu, India House, 
Trichy Road. Coimbatore-18. (Pon- 
neri-Tamil Nadi!)— Reclaimed Rubber 
—2,500 Metric Tonnes per annum. 
(NU). 

Leather, Leather Goods & Pickers 

M/s Agra Tannery, PO Box No 
75, Bichpuri Road, Agra (UP). (Uttar 
Pradesh) — Vegetable Tanned Sole 
Leather—50,000 (Fifty thousand) Nos. 
of Buffalo’s hides p.a. (COB). 

Cement 

M/s Mysore Cements Ltd., United 
Commercial Bank Building, 4lh Floor, 
Parliament Street, New Delhi-1. (Adi¬ 
lya—Patn a- M sy ore)—400,000 tonnes 
(1 ©Bt lakh only) per annum (including 
2 lakh tonnes already licensed) 
on the basis of maximum utilization 
of pronto machinery. (COB). 

LETTERS OF INTENT 

Metallurgical Industries 

M/s. Bnnore Foundries Ltd. Bnnore, 
Madras-57 (Bnnore, Madras-Tamil Na¬ 
du)—Ferrous and non-Ferrous Cast¬ 
ings—12,000 tonnes p.a. (after expan- ■ 
sion). (SB) M/s. Echjay industries P. 
Ltd, Kanjar Village Road, Bhandup, 
Bombay-78. (Rajkot-Gujarat)—L For¬ 
ged steel Ranges upto “24” in pressure 
railing of 150, 300, 400, jinl.fiOO 
1,500 tonnes per annum, 
fittings like elbows, tees, " eouplmgs 
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reducers, etc. excluding valves (upto 
size of 6”)—500 tonnes per annum, 
Forged rings ft gaskets (suitable for 
flanges in sizes from H* to 24*)—100 
tonnes p.a. (NA). 

Non-Ferrous Metallurgical 

Shri K.M. Kotak, Flat No. 3, Dariya 
Mahal 80, Napcan Sea Road, Bombay- 
6. (Maharashtra)—Aluminium collapsi¬ 
ble tubes—12 million Nos. p.a. (NU), 


Electrical Equipment 


M/s Serson Industries P. Ltd. Pim- 
pri P.F., P.O. Poona-18. (Pimpri- 
Maharashtra)—-1. Motor Starting Elec¬ 
trolytic capacitors—one lakh Nos. p.a. 

2. Paper capacitors—Ten lakh Nos. p.a. 
(NA); M/s British Physical Laboratories 
(I) Pvt. Ltd., 28, K.H. Road, Bangalore 
(Palghat-Kerala)—1. Motor starting 
electrolytic capacitors—one lakh Nos. 
p.a., 2. Paper capacitors—Twelve lakh 
Nos. p.a. M/s; Baroda Electronics 
Industries Pvt. Ltd, 78, Chhani Road, 
Baroda-2. (Baroda-GujaraO—1. Car¬ 
bon Film Resistors—Expansion from 
10.0 to 50.0 million Nos. p.a., 2. 
Electrolytic ^capacitors — Expansion 
from 4.8 to 12.0 million .Nos. p.a. 3. 
Plastic Film capacitors (Styroflex & 
Mylar) — Expansion from 5.0million 
Nos. to 10.0 million Nos. p.a. (S.E.) 
M/s Radon House Pvt. Ltd. 89-A, 
Kalighat Road, Calcutta-26. (Calcutta- 
West Bengal)—X-Ray diagnostic and 
diffraction upto and inclusive of 200 
m.p. — Rs 10 lakhs p.a., 2. Industrial 
X-Ray upto 150 KY—10 Nos. upto 
220 KV-7 Nos. upto 300KV-3 N os.) 
Rs 8 lakhs p.a., 3. Dental X-Ray-50 
Nos. value at Rs. 4.25 Jakhs p.a., 4 
(a) Superficial therapy machines-5Nos. 
valued at Rs 1.25 lakhs p.a., (b) Inter¬ 
mediate therapy machine, upto 140 
KV—5 Nos. valued at Rs 2.375 lakhs 


p.a. (c) Deep therapy X-Ray machine 
upto 250 KV-5 Nos. valued at Rs 4.00 
lakhs p.a. (NA); The Managing Direc¬ 
tor, Punjab Industrial Development 
Corpn. Ltd, United Commercial Bank 
Building (3rd Floor) Sector 17-B, P. Box 
No. 81, Chandigarh. (Punjab)—Dry 
Battery Cells—60 million Nos. p.a. 
(NU); M/s f Gramophone Co. of India 
Ltd, 5 Old Court, House Street, Cal¬ 
cutta- 1. (Calcutta-1.) Calcutta-West 
Bengal)—Record Plaving Equipment 
—Expansion by 60,000 Nos. per annum 
—Capacity after expansion will 96,000 
Nos. p.a. (SB) 


Transportation 

Shri R.N. Bose, 228 Jor Bagh, New 
Delhi-3. (Thairt-Maharashtra)—Dash 
Board Instruments viz: (1) Speedo me¬ 
ters (2) Fuel gange (3) r Oil gauge and 
AhHnetcf, (4) Temperature Hugeand 
(5)Waming light—65,000 Nos each p.sU 


M/s K.S. Diesels Pvt. Ltd, 19-21, 
Hamam Street, Bombay-1. (Rajkot- 
Gujarat)—1. Pistons—5 lakh Nos. p.a. 
2. Piston Rings—40 lakhs p.a., 3.*Piston 
Pins-5 lakhs p.a. (NA); M/s Larson and 
Toubro Ltd, L ft T House Ballard 
Estate, Bombay. (Tamil Nadu-Haryana) 
Maharashtra)—!. Bihe Bag—0-Matics, 
2. Passenger Bag-o-Matics, 3. Post Cure 
Inflators 4. Truck Bag-o-Matics, 5. 
Large Truck Bag-0-Matics 6. Passenger 
Tube Presses, 7. Truck Tube Presses, 
8. Large Truck Tube Presses, 9. Blad¬ 
der Presses (900-36 x 30), 10. Bladder 
Presses (1,200-54x50), 11. Mills, Mixers, 
Tyre Machines related tyre machinery, 
12. Spare parts—Rs 500 lakhs p.a. 
(NU) M/s. Usha Telehoist Ltd., 14, 
Princep Street, Calcutta. (Faridabad- 
Haiyana)—Hydraulic Pumps for lubri¬ 
cation—50,000 Nos. p.a. (NA); Lynx 
Machinery Ltd., 2, Ring Road, Lajpat 
Nagar-IV, Part-I (New Delhi.) 
(Faridabad-Haryana)—Cylinder heads 
connecting rods, crankshaft and 
camshaft—6,000 Nos. each per annum. 
(NA), M/s Crescent Agencies Pvt. Ltd., 
27/33, Medows Street, Bombay-1. (Ma- 
barashtra-Gujarat)—Assorted sizes of 
carburettors—60,000 Nos, per annum. 
(NU) M/s Abilities (I) P. Ltd, 48-Radio 
Colony Delhi-9. (Meerut-Uttar Pra¬ 
desh)—!. Pistons—1.50 lakhs, 2. Pis¬ 
ton Rings—15 lakh Nos. p.a. (NA); 
M/s. Bipico Industries 58, Podar Cham¬ 
ber Parsi Bazar Street. Bombay-1 (BR). 
(Biliimora-Gujarat) -1. Hand Tools 
and Engineers Tools—7,50,000 Nos. 
valued at Rs. 15 lakhs p.a., 2. Magnetic 
tools —50,000 Nos. valued at Rs. 10 
lakhs p.a., 3. Tools & Equipment such 
as chucks—7,500 Nos. valued at Rs. 
10 lakhs, 4. Garage & Automobile 
Tools—1,000 sets valued at Rs 3 lakhs 
per annum. (NU); M/s. UshaTclehoist 
Ltd, 14, Princep Street, Calcutta-13. 
(Faridabad-Haryana)—Electrical Con¬ 
tacts—15,00.000 nos. p.a. (SE); M/s 
Globe Auto Electrical Ltd, Agra Road, 
Mulund, Bombay-80. (Yapi-Gujarat)— 
(i) Voltage Regulator—47,500 nos. 
p.a., (ii) Distributor—30,000 nos. p.a., 
(iii) Ignition Coils—80,000 nos. p.a. (iv) 
Wiper Motors—1,00,000 nos. p.a., (v) 
Switches—50,000 nos. p.a.—after ex¬ 
pansion. (SE); M/s Jaya Hind Indust¬ 
ries Fvt. Ltd, Bombay-Poona Road, 
Chinchwad, Poona-19. (Poona-Maha- 
rasbtra)—Pressure ft Gravity Die 
Castings Auto parts — 800 tonnes after 
expansion. (SE), Shri Surendra Kumar 
Tapuriah, 14, Talkatora Road, New 
Delhi. (Balabgarh -Haryana)—prope- 
ler Shafts—40,000 nos. p.a. (NU); 
M/s Hydraulics Ltd; No. 29, Mount 
Road, Madras-2. (Madras - Tamil 
Nad u >—shock Absorbers—Expansion 
from 2,00,000 nos. to 4,00,000 nos. p.a, 
(S.E.); M/s Bombay Forgings Pvt, 
Ltd, C/294, C.S.T. Road r Kalina, 
Bombay. (Maharashtra)—!. Propeller 
Shafts 40,000 nos. p,a>v k Universal 


Joint cross Assembly—40,000 nos. p.a., 

3. Axle Shafts—20,000nos. p.a. (NU); 

M/s Globe Auto Electricals Ltd, Agra 
Road, Mulund, Bombay-80. (Vapi- 
Gujarat)—Starter Drivers—expansion 
by 25,<X)0 nos. p.a. (SE); M/s K.S. 
Diesels Pvt. Ltd, 19-21, Haman Street, 
Fort, Bombay-1. (Rajkot-Gujarat)— 
1. Test Benches—100 nos. p.a., 2. 
Nozzle Teste is—10,000 nos. p.a. 
(NA); Shri R.K. Sondhi, Jullunder 
Motor Agency (Delhi) Pvt. Ltd! Kash- 
merc Gate, Delhi-6. (Faridabad-Har¬ 
yana)— 1 . Speedometers—40,000 nos. 
p.a., 2. Temp. Gauge—50,000 nos. 

p.a., 3. Oil Gauge—50,000 nos. p.a., 

4. Ammeters—50,000 nos. p.a. (NU); 
Shri Ratanlal Morarka, 24, Carmichael 
Road, Bombay-1. (Ramgarh-Bihar)-*- 
Flywheel Ring Gears-1,00,000 nos. p.a. 
(NU); Shri Madan G. Sinhasane, Part¬ 
ner, National Metal Industries, 35, Shi* 
vajinagar, Poona-5. (Poona-Maharash- 
tra)—Testing Machines ft Monoflesh 
—100 nos. p.a. (NU).;ShriP. Chan- 
driah, 28-A, Chamiers Road Madras- 
-28 (Madras-Tamil Nadu)—1. Prope¬ 
ller Shafts — 25,000 nos. p.a., 2. 
Universal Joint Cross & Bearing— 
1,50,000 nos. p.a. (NU); M/s Atlas 
Automotive Components Ltd 221, 
D.N. Road, Bombay-1. (Haveli- 
Maharashtra) — Propeller Shafts— 
1,00,000no$. per annum. (NA); 
M/s. Surendra Export Ltd, I01-E 
Block, New Alipore, Calcutta-53. 
(Gurgaon-Haryana) — I. Propeller 
Shafts—1,00,000 nos. p.a., 2. Universal 
Joint Kits—8,00,000 nos. p.af. (NU); 
M/s Kothari Auto Parts Manufac¬ 
turers Pvt. Ltd, 431, Lamington Road, 
Bombay-4. (Thana-Maharashtra)—1- 
Propeller Shafts—60,000 nos. p.a. 2- 
Components for propeller 1,00,000 
nos. p.a., 3-Stub Axles—60,000 nos. 
p.a., 4-Axle Shafts — 50,000 nos. p.a. 
(NA); M/s Gujarat Industrial Invest¬ 
ment Corpn. Ltd, Natraj Chambers, 
Ashram Road, Navrangpura, Ahmeda- 
bad. (Gujarat)—Fuel Pump Testing 
Machinese—500 nos. p.a. (NU); M/s 
Dhawan Motor Co., Latonchi Road, 
Kanpur. (Kanpur-Uttar Pradesh)— 
Universal Joints—2.40,000 nos. p.a. 
(NU); M/s A.P, Madhavan, 89, Race 
Course, Coimbatore-18. (Coimbatore- 
Tamil Nadu)—1. Propeller Shafts— 
40,000 'nos. p.a., 2. Universal Joint 
Cross 5 lakh nos. p.a. (NU), M/s 
Sanghl Motors (Bombay) Pvt. Ltd, 39- 
A, Hughes Road, Bombay-7. (Bombay- 
Maharashtra)—1. Clutch Driven Plates 
—30,000 nos. p.a., 2. Clutch Cover 
Assembly—10,000 nos. p.a. (NU); 
Shri Manmohan Singh, 11-C, Benrahm 
Hall Lane, Civganm, Bombay-4. (Bom- 
bay-Maharashtra)— 1. Clutch Plates— 
60,000 nos. p.a. (NU): M/s National 
Steel & General Mills, Patel Marg, 
Ghaziabad. (Ghaziabad-Uttar Pradesh) 
—1. Substantial Expansion, (a) Crank 
Shaft—18,000 nos. p.a. (after ex- 
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pansion), (b) Connecting Rods— 
26,4000 Nos p.a, (after expansion) 
1L New Articles, (a) Camshaft—20.000 
nos. p.a. (NA/SE); M/s Super Seals (I) 
Pvt. Ltd,'Mathura Road. P.O. Amar- 
nagar, Faridabad. (Faridabad-Haryana) 
Oil Seals—(Expansion by 20 lakhs nos. 
p.a. (SE); M/s Globe Auto Electricals 
Limited, Agra Road Mulutid, Bombay- 
80. (Vapi-Gujarat)- Starter Sc Gene¬ 
rator Alternators—50,000 nos. each 
p.a. (after expansion). (SE); M/s Bri¬ 
tish Tndia Electric Construction Co. 
Ltd. 56, Jorbagh, New Delhi. (Ghazia- 
bad-Uttar Pradesh)—1-Commutators* - 
4,00,000 nos. p.a. 2. Slip Rings—1.5 
lakh nos. p.a. (NA); M/s Sipra Engi¬ 
neers Pvt. Ltd, E-98, Greater Kailash, 
New Delhi-48. (Haryana) - - Auto 
Die Cast parts—500 tonnes p.a. (NU); 
M/s Punjab State Industrial Develop¬ 
ment Corpn. Ltd, United Commercial 
Bldg, (3rd Floor), Sector- 17-B, P. Box 
No. 81, Chandigarh. (Ludhiana- 
Punjab)— Scooters—24,000 nos. p.a. 
(NU); M/s Mysore State Industrial 
Investment 6c Development Corpora¬ 
tion Limited, Bangalore. (Bangalore— 
Mysore)— Scooters— 24,000 nos. p.a. 
(NU). 

Industrial Machinery 

M/s Suessen Textile Bearings Ltd, 
Bombay-Ahemdabad National High¬ 
way No. 8 Pratapnagar, Baroda. 
(Gujarat)—Antifriction Centre spindle 
Inserts for Ring Frames for Doubling 
Frames, 6 lakh pieces p.a. (After Ex¬ 
pansion). (SE.) 

Medical 6c Surgical Appliances 

Shri Dinesh Kevalchand, Managing 
Director, M/s Ferrodio Pvt Ltd, Roxy 
Chambers, New Queens Road, Bom- 
bay-4. (Maharashtra)—Instruments La¬ 
mination and stampings—3,000 tonnes 
per annum (NA) M/s Surgico-Medico 
Equipment Company, 15/4, Mathura 
Road, Faridabad — (Faridabad-Har- 
yana)—I. Operation Tables (i) General 
Purposes Hydraulic (Major)—25 Nos 

(ii) General Purposes (Minor)—50 Nos 

(iii) Obstcr Trial—75 Nos (iv) Ortho¬ 
pedic — 75 Nos (v) Examination—75 
Nos; II. Operation Theatre Lights. 

(i) Moving, Large type — 20t) Nos, 

(ii) Moving, Small type — 200 Nos, 

(iii) Coil mounted -- 200 Nos, III. 
ENT Chairs, Mental chairs, Gyneco¬ 
logical chairs, -- 500 Nos p.a. IV. 
Curretsfor Brain and Spinal—500 Nos, 
V. Catheters Needles, Catheters Sci- 
hors clip Screw' (Punch Cork) Cups 
Feeding etc. — Rs 15 lakhs per an¬ 
num. (N.U.) 

Office Equipment 

M/s Richardson &'Cruddas Ltd, First 
Line Beach, Madras (Tamil Nadu)— 


1. Open type reciprocating compres¬ 
sors and condensing units (1/6 HP) 
—500 Nos p.a. (NA) 

Scientific Instruments 

M/s Philips India Ltd, Shivsagar 
Estate, Block k A’; Dr Annie Besant 
Road, Worli, Bombay (Maharashtra) 
Overhead Projectors and accessories 
—1000 Units p.a. (NA) 

Chemicals 

M s Hindustan Organic Chemicals 
Ltd, P.O. Rasavuni, Dist. KoJaba (Ma¬ 
harashtra) — Cctol -E — 1200 Tonnes 
p.a., (NA) 

Paper 

M/s Basti Sugar Mills Co Ltd, 3, 
Cavalry Lines, Delhi-7 (Orissa)—Pulp 
and Paper (Printing and Writing paper) 
—60,000 tonnes p.a. (NU) ; M/s 
Janiuna Enterprises Pvt Ltd, 3, Aurang- 
zeb Road, New Delhi (Haryana)— 
Art & Chrome Papers — 1800 tonnes 
p.a. (NU) ; M/s Kant & Co (P) Ltd, 
15, Clive Row, Calcutta-1 (Kairain 
Gujarat); Laminated Paper—5,600 ton¬ 
nes p.a. (NU) : M/s Amaravathi Sri 
Venkatesa Paper Mills Ltd, Midapadi, 
Madathukulam, P. O. Udumalpet Ta¬ 
luk, Coimbatore Distt. (Tamil Nadu) 
(Tamil Nadu); 1. Pulp—Expanson 
from 3000 tonnes to 6000 tonnes p.a, 
2. Printing & writig Paper—Expansion 
from 3000 tonnes to 6000 tonnes p.a. 
(SE) 

Sugar 

Shri Ramamurlhy Reddy, Chief Pro¬ 
moter, The Cuddapah Co-operative 
Sugar Factory Ltd, C/o Ramesh Talkier 
Cuddapah, Andhra Pradesh (Andhra 
Pradesh)—Sugar-cane crushing capa¬ 
city of I25ff tonnes per day, (NU) 
Shri A. Raghava Reddy, Chief Pro¬ 
moter, Miryalguda Co-operative Sugars 
Ltd, Miryalguda, District Nalgonda— 
Andhra Pradesh (Andhra Pradesh)— 
Sugar-cane crushing capacity of 1250 
tonnes per day (NU) M/s Mandava 
Bapayya Choudhary, Chief Promoter, 
The Nagaruna /Co-operative Sugars 
Ltd, Furuala* Palohd Taluk, Dist. Gun¬ 
tur, Andhra Prtulesh—Sugar-crusing 
capacity of 1250 tonnes per day, (NU) 

Food Processing Industries 

M/s Mehsana District Co-operative 
Milk Producers' Union Ltd, Mehsana 
Gujarat (Gujarat)—Milk Powder- 
Expansion from 2400 tons to 7200 tons 
per annum, (SB) ; M/s Food Speciali¬ 
ties Ltd, Link Honte, 3- ahadurshah. 
Zafar Marg, NowDe!hi*l, (Moga- 
Punjab), 1. Sweetened Condensed Milk 


—8000 tonnes p. a. 2, Babyfood— 
3,500 tonnes p.a. 3. Milk Powder^- 
1500 tonnes p*a., 4. Malted Milkfood 
—2200 Tonnes per annum after expan¬ 
sion, (New Article) (SE) 


Rubber Goods 

M/s Elecon Engineering Co Ltd, 
Vallabh Vidyanagar, Distt. Kaira- 
Gujarat (Gujarat)—Rubber Conveyor 
Beltings — 600 tonnes per annum- 
(NA) . ; 


Leather and Leather Goods 

M/s A. Abdul Shukoor & Co 35, 
Broadway, Madras (Vaniyambadi - 
Tamil Nadu). 1. Finished Leather— 
5.04 lakh sq. feet p.a., 2. E. I. Tanned 
Goat Sc Sheep skins—14.04 lakh 

Nos p.a. (after expansion) 3. Wet 
Blue chrome Tanned Goat and Sheep * 
skins—5.04 lakh Nos p.a. (after ex¬ 
pansion) (NA/SE) 

Ceramics 

• 

Shri Chiman Lai P. Shah, *Prana- 
shish\ 37, Versova Beach Road, An- 
dheri, Bombay-58 (Gujarat)—Glazed 
Tiles—2,400 tonnes per annum (NU) 
M/s Parshuran Pottery Works Ltd, 
Morvi, Gujarat (Thanagadhj-Gujarat) 

—Porcelain Crockery—Expansion from 
480 M. Tonnes to 1440 M. Tonnes 
per annum (SE); Lady Soonoo Jam-/ 
setjee Jcjeebhoy, Seth Minar, 16-A, 
Peddar Road, Bombay-26 (Maharash¬ 
tra)—Fine Porcelain Crockery Sc Elec¬ 
trical Porcelain and High Alumina 
Ceramics—1500 tonnes and 60 tonnes 
respectively per annum. (NU) 

Changes in the Names of Owners/ 
Undertakings. 


(Information pertains to particular li¬ 
cences only) 

From M/s The Deccan Flour Mills 
to M/s The Deccan Flour Mills Ltd 
(Maharashtra) 

From Bharat Collieries Ltd, P.O. 
Dalmianagar, Bihar to Sahu Minerals Sc 
Properties Ltd, Calcutta. 

Licences revokod. or aurrenderadi 


(Information partains to particular li¬ 
cences only) 

M/s Gujarat Steel &- Structural, 
A hmedabad—Biright Bars $ Shaftings; 
M/s Pesticides Ltd* Bombay^BHC 
Technical. ' v\ 
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RECORDS AND STATISTICS 

Deposits with- 
Companies 

An article in the April 1971 issue of 
the Reserve Bank of India Bulletin traces 
the growth in deposits of non-banking 
companies from 1962 to 1968/ The 
non-banking sector had mobilised de¬ 
posits of the order of Rs 268.3 crores 
till March 1968. How far the directions 
of the Reserve Bank regarding unse¬ 
cured borrowings of non-banking 
companies have affected. the 
borrowings of these companies will be 
known'after the returns for the year 
ended March 31, 1969, have been 
processed. Full text of this ai tide 
follows: 

As at the end of March 1968, there 
were 27,338 joint stock companies at 
work. According to the revised indust¬ 
rial classification of joint stock compa¬ 
nies 2,564 of these 27,338 companies 
were classified as financial companies 
comprising 140 insurance companies.. 
378 loan companies, 548 investment 
companies and 1,498 miscellaneous 
financial companies including banking 
companies. The remaining 24,774 com¬ 
panies were trading or industrial com¬ 
panies engaged in non-fimneial activi¬ 
ties. 

Paiticulars of the number of joint 
stock companies which submitted re¬ 
turns as at the end of March 1968 are 
given in Table 1 (p. 184). 

As at the end of March 1968 the non¬ 
banking companies submitting returns 
reported 530,000 accounts and the total 
deposits and exempted loans not count¬ 
ing as deposits received and held by 
these companies in these accounts 
amounted to Rs 477.89 crores. The data 
relating to the number of deposit 
accounts are given in Table II and the 
growth in the volume of deposits of 
reporting non-banking companies since 
1962 in Table III (p. 184) 

' The reduction in the number of ac¬ 
counts by 20,000 appears to be mainly 
accounted for by the reduction in the 
number of companies submitting te- 
turns from 2591 to 2398. 

Since the last survey as on March 
31, 1967, there has been no change 
either in the scope or the form of the 
returns in which the data have been 
collected. The figure of deposits,as indi¬ 
cated in the present study, includes un¬ 
secured bor 10 wings to the extent of Rs 
79.60 crores (as against the estimated 
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Non-Banking 
: 1967-68 

figure of Rs 92 crores last year) by com- 

« anies from foreign sources such as 
forld Bank, USATD, IDA, CDFC, 
and the Exim Bank as these do not 
fall in the category of exempted loans. 
After allowing for this it appears that 
the rate of growth of «the deposits of 
non-baking companies, in the shape of 
exempted loans and deposits during the 
year 1967-68. might have slowed dewn 
to some extent. This is probably ex¬ 
plained by the fact that in March 1968 
or later in 1968 and 1969, interest rates 
on deposits were reduced by a num¬ 
ber of companies, particularly in the 
western reg'on. 

Tables IV &V (Pp. 185-186) indicate 
the growth of deposits with non¬ 
banking companies classified accor¬ 
ding to types of companies during 
1967-68. It will be observed there¬ 
from that though there has been 
a reduction in the number of public 
limited companies submitting returns. 


183 

there has been a sizeable increase 
in the total amount of exempted loans 
and deposits held by them as at the 
end of March 1968 to the extent of 
Rs 18.13 crores and Rs 52.76 crores 
respectively. In the case of private 

Table II 

NUMBER OF DEPOSIT ACCOUNTS 
IN THE NON-BANKING CORPO¬ 
RATE SECTOR—MARCH 1962 TO 
MARCH 1968 


End of March 

No. of 
accounts 
(in) 

thousands) 

1962 

178.0 

1963 

203.7 

1964 

249.0 

1965 

281.2 

1966 

367.3 

1967 

550.0* 

1968 

530.0* 


* Inclusive of both ‘deposits’ and 
‘exempted loans or other receipts not 
counting as deposits.’ The break-up of 
the figures for the year ended March 
31, 1968 into these two categories 
is approximately 45.6% and 54.4% 
of the tQtal number of accounts. 


FORMALDEHYDE 

For Pharmaceutical, moulding powders and Retina, 
offered in Road Tankers for bulk despatches. 


Thermosetting Resin (Urea and Formaldehyde Glue) 
tor Plywood. Chipboard and Tea-Chest industries. 
Packed in Polyethylene lined |ute bags. 



Thermosetting Moulding Powders (Urea and Mela- 
nune with Formaldehyde and Cellulose fillers) for 
Plastic mouidmg industries. Packed in Polyethylene 
tuts bags. Export to Bulgaria, U.A R. Ceylon. 
Burma and Hong Kong. 



sV C 



SEND YOUR ENQUIRIES 

NUCHEM PLASTICS LIMITED 

54.INDUSTRIAL AREA, FARIDABAO, N.I.T. 
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limited companies, though there has 
been a reduction in the number of com¬ 
panies submitting returns by 115, the 
amount of exempted loans held by them 
has increased by Rs 4.91 crores while 
there has been a sharp fall in the total 
amount of deposits with them by Rs 
28.75 crores. 

The direction issued by the Bank 
appears to have had some effect on the 
unsecured borrow ; ngs of non-banking 
companies. While some of the larger 


EASTERN ECONOMIST 

public limited companies with con¬ 
siderable owned funds have been able 
to increase their deposits substantially 
presumably within the permissible ceil¬ 
ing limit at 25 per cent of their paid-up 
capital and free reserves, as prescribed 
in the direction issued to them, some of 
the private limited companies having 
substantial deposits, disproportionate¬ 
ly large to their owned funds, had to re¬ 
pay a fairly large sum or convert them 
into loans of exempted category so as 
to bring their deposits within the ceiling 
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limits before the expiry of the limit 
prescribed in the direction i.e. Decem¬ 
ber 31, 1968. 

A clearer picture regarding compli¬ 
ance by non-baking companies with the 
provision relating to the ceiling limit 
on deposits will emerge from the next 
study with reference to the position as 
on March 31,1969, as the period grant¬ 
ed for complying with this provision in 
respect of most of the companies 
expired in December 1968. 


Table I 

NUMBER OF JOINT STOC K COMPANIES AT WORK AND NUMBER OF JOINT STOCK COMPANIES SUBMITTING 

RETURNS TO THE RESERVE BANK OF INDIA 


(As at March 31, 1968) 


Public limited companies Private limited companies Total number of companies 


Total 

Financial 

Non- 

financial 

Total 

Financial 

Non- 

financial 

Total 

Financial 

Non- * 
financial 

1. Number of companies at workf 6278* 

699 * 

5579 

21060* 

1865* 

19195 

27338* 

2564* 

24774 

2. Number of companies submitting returns 

to the Reserve Bank of India** 1138$ 

276 

862$ 

1260£ 

473 

787£ 

2398 

749 

1649 


♦Includes insurance and banking companies. ^Includes 4 branches of foreign companies. £lncludcs 1 branch of a foreign company. tFigures 
are provisional. •*Non-financia1 companies which hold‘deposits’ as defined in paragraph 2 (1) of Notification No. DNBC. 2/F.D(S)-66 
dated October 29, 1966 and all financial companies, whether or not they hold deposits from the public, arc required to submit the returns to the 
Reserve Bank of India. 

Table III 

GROWTH IN THE VOLUME OF DEPOSITS IN THE NON-BANKING CORPORATE SECTOR—1962 TO 1968 
(Deposits with non-banking companies—including branches of foreign companies) 


(Amount in crores of rupees) 


END OF MARCH 


Type of company 1962 1963 1964 1963 




No. of 
companies 
accepting 
deposits 

Total 
amount 
of the 
deposits 

No. of 
companies 
accepting 
deposits 

Total 
amount 
of the 
deposits 

No. of 
companies 
accepting 
deposits 

Total 
amount 
of the 
deposits 

No. of 
companies 
accepting 
deposits 

Total 

amount 

of 

deposits 

Hire-purchase finance 


113 

10 9 

136 

12 1 

140 

14 8 

112 

14 1 



(100) 

(7 1) 

(122) 

(8 5) 

(126) 

(Ji p 

(99) 

(9 8) 

Other financial companies 


221 

27 1 

232 

29 8 

254 

35 5 

228 ^ 

34-8 



(126) 

(9 7) 

039) 

(10 6) 

(157) 

(12 1) 

(138) 

(11 9) 

Non-financial companies 


1208 

97 5 

1309 

112 0 

1395 

135 6 

1569 

160 2 



(570) 

(31 3) 

(624) 

(33 8) 

(664) 

(37 6) 

(782) 

(47 0) 


TOTAL 

1542 

135-5 

1677 

153 9 

1789 

185-9 

1909 

209 1 

* 


(796) 

(48 1) 

(885) 

(52 9) 

(947) 

(60 8) 

<1019), 

(68-7) 


■ Scrtirmd 
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(Amount in crorcs of rupees) 


1966 


END OF MARCH 

1967 ' 1968 


Type of company 

No. of 
companies 
accepting 
deposits 

Total 
amount 
of the 
deposits 

No. of 
companies 
accepting 
deposits’" 

Total 

Exempted 
loans or 
other 
receipts 
not 

counting 
as deposits 

Deposits 

No. of 
Companies 
accepting 
deposits'"* 

Total 

tt 

Exempted 
loans or 
other 
receipts 
not 

counting 
as deposits 

Deposits 

Hire-purchase linance companies 

123 

14 4 

143 

28 3 

118 

16 5t 

135 

28 6 

13-8 

14-8* 

(108) 

(8*7) 

(124) 

(25-3) 

(11 5) 

(13 8) 

(113) 

(6 4) 

(1 7) 

(4-7) 

Other financial companies 

270 

40-5 

582 

91-5 

74-8 

16 7 

614 

95 2 

82 5 

12 7 

055) 

(12 6) 

(328) 

(28 1) 

(17 4) 

(10 7) 

(360) 

(29 3) 

(20 2) 

(9 1) 

Non-financial companies 

1964 

228-5 

1866 

310 7 

100 0£ 

210 7 

1649 

354 It 

113 3 

240 8 

(987) 

(65-7) 

(922) 

(63-5) 

(9 4) 

(54 0) 

(787) 

(57 3) 

(21 3) 

(36 0) 

TOTAL 

2357 

283 4 

2591 

430-5 

186-6 

243 5 

2398 

477 M 

209-6 

268 3 


(1250) 

(87 0) 

(1374) 

(116 9) 

(38-3) 

(78 6) 

(1260) 

(93 0) 

(43 2) 

(49 8) 


Note : Figures of deposits upto 1966 also include certain loans and other receipts that have been exempted from the directives of the Reset vc 
Bank of India issued from tunc to time. Figures within brackets indicate the number of private limited companies and then deposits or exempted 
loans or other receipts, not counting as deposits (included in the figures outside the biackcts). 

,,j Includes in the case of financial companies. 201 companies which have submitted iclurns but do not hold deposits/cxcmptcd Joans or 
other receipts. 

£[n case of one company, a sum of about Rs 5 crores being a loan from USAID guaranteed by the managing agents has not been includ¬ 
ed undci unsecured loans. ♦"‘Includes in the case of financial companies, 219 companies which have submitted returns but do not hold deposits 
exempted loans or other receipts, t Includes about Rs. 1 -22 crorcs and Rs 2 67 crores on account of exempted loans and deports re>p.xtivel\ 
tn respect of four companies on the basis of figures published in their balance sheets. $ Excludes about Rs 2 33 crores and Rs 2 15 crorcs repre¬ 
senting deposits for 1967 and 1968 respectively, as published in its balance sheet in respect of one hire purchase finance company, which did not 
submit returns. ttExcludcs an amount estimated at about Rs 2 crorcs icceivcd in the form of unsecured loans by tluce companies in one rioup 
which were not reported as on March 31, 1968. 


Table IV 

GROWTH OF DEPOSITS DURING 1967-68 


(Amounts in lakhs of rupees) 


March 31, 1967 


March 31. 1968 


Increase (4) or decrease ( —) 
during 1967-68 


iypc ot company 

Nuni- 

Total 

Amount 


Nu m- 

Total 

Amount 


Nuin- 

Amount 



her of 
com¬ 
panies 
report¬ 
ing 

deposits 

of of 

columns exempt 
(3) and cd loans 
(4) or 

other 

* receipts, 

not 

counting 

as 

deposits 

Deposits 

her of 
com¬ 
panies 
report¬ 
ing 

deposit 

of of 

columns exempt 
(7)and ed loans 
(8)£ oi- 

ot her 

s* receipts 

not 

counting 

as 

deposits 

Deposit*, 

her of 
com¬ 
panies 
re pori- 
ign 

deposits' 

of Deposits 

exempt¬ 
ed loans 
or 
other 
* receipts 
not 

counting 

as 

deposits 

, lota! 


1 

2 

3 

4 

5 

6 

7 

8 

<> 

10 

11 

12 

1. Non Financial Companies 

1,866 
(72 0) 

3,10,73 

(72-2) 

1,00,02 
(53-6) 

2,10.71 
(86 4) 

1.649 
(68 8) 

3,54,09f 1,13.28 
(74 1) (54 0) 

2.40,81 
(89 8) 

217 

-1 13.26 

-{ 30,10 

4 436 

2. Financial Companies 

725 
(28 0) 

1.19,78 

(27-8) 

86,58 
(46 4) 

13,20 
(13 6) 

749 
(31 2) 

1,23,80 

(259) 

96,31 
(46 0) 

27.49 
(10 2) 

, 24 

4 973 

—571 

4-402 

(/) Hire Purchase companies 

143 
(5 5) 

28,31 
(6 6) 

11.77 
(6 3) 

16,534: 
(6 8) 

135 
(5 6) 

28.64 
(6 0) 

13.84 
(6 6) 

14,804 

(5-5) 

—8 

4-2,07 

1,73 

1-34 

07) Loan companies 

181 
(7 0) 

65,08 
(15 1) 

57,70 
(30 9) 

7,37 
(3 0) 

186 
(7 8) 

64,24 
(13 4) 

59,22 
(28 3) 

5.02 
(1 9) 

4 5 

1 1,52 -2,35 

- 413 

(Hi) Investment companies 

192 
(7 4) 

11,83 
(2 8) 

5,87 
(3 2) 

5,96 
(2 4) 

193 
(8 0) 

14,97 
( 31) 

11,05 
(5 3) 

1 9"* 

(1 5) 

+ 1 

i 5,18 - - 2,04 

J 3,14 

( iv) Housing finance companies 

2 

(0 1) 

30 

(0 1) 

(0 0) 

30 

(0 1) 

-) 

(0 0) 

32 

(0 1) 

6 

(0 0) 

26 

(0 1) 

(-> 

4-6 

4 

4-2 

(v) Mutual benefit financial 
companies 

59 
(2 3) 

IQ 11 
(2 3) 

1011 

(5-4) 

(0 0) 

64 

(2-7) 

10,74 
(2 3) 

10,74 
(5 1) 

(0 0) 

4-5 

4-63 

+ 68 

(v/) Chit fund companies 

97 
(3 7) 

1,49 
(0 3) 

34 

(0 2) 

1,16 
(0 5) 

106 
(4 4) 

1.12 
(0 2) 

25 

(01) 

87 
(0 3) 

f9 

4-9 

29 

38 

(vii) Miscellaneous financial 
companies 

51 

(2 0) 

2,67 
(0 6) 

79 
(0 4) 

1,87 
(0 8) 

63 
(2 7) 

3,77 
(0 8) 

1,15 
(0 6) 

622 

(10) 

i-12 

4-36 

J- 75 

1-1,11 

TOTAL 

2,591 

4,30,51 

1,86,60 2,43,91 

2,398 

4,77,89 

2,09‘59 

2,68,30 

- 193 

r 22,99 4-2439 r 

47,38 


Note : Figures in brackets indicate percentages to the corresponding totals. ♦Includes also financial companies which have submitted 
returns but do not hold deposits/exempted loans or other receipts, t Includes about Rs 1 22 crorcs and Rs 2 67 crores on account of exempted 
loans and deposits respectively in respect of four companies on the basis of figures publisied in their balance sheets. JExcludcs about Rs 2-33 
crores and Rs 2 15 croret representing deposits for 1*67 and 1968 respectively, as pubtised in its balance sheet in respect of one hire purchase 
finance company which did not submit returns. 

£ Excludes op amount estimated at about Rs 2 crorcs received in the form of unsecured loans by three companies in one group which were 
not reported as on March 31, 1968. 
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Table V 

DEPOSITS ACCORDING TO STATUS OP COMPANIES 


(Amounts in lakhs of rupees) 


Status of companies 


March 31. 1967 


March 31,1968 


Number of 
companies 
reporting 
deposits* 


1 Public Limited Companies 

(i) Non-financial companies 

(//') Financial companies 

in) Kue-pui l base finance 
companies 

(b) Loan companies 
(<*) Investment companic. 
id) Housing finance companies 
((') Mutual beneht companies 

t /) Chit fund companies 

(h) Miscellaneous financial 
compands 

2. Priiatc Limited Companies 
(i) Non-li.ianciul companies 
in) r'mancial companies 

00 Hire purchase finance 
companies 

(/>) Loan companies 

(«■) Investment companies 

(</) Housing finance companies 
00 Mutual benefit financial 
companies 

( f) Chit fund companies 

(x) Miscellaneous financial 
companies 

Ur niches of Foreign Companies 

(/) Non-fmancial companies 
{it) Financial companies 

TOTAL 


Total of 
columns 
(3) and (l) 


Amount of 
exempted 
loans or 
other 
receipts, 
not 

counting as 
deposits 


Deposits 


Number of 
companies 
reporting 
deposits* 


Total of Amount of 
columns exempted 
(7) and (8)f loans or 
other 
receipts, 
not 

counting as 
deposits 


Deposits 


1,212 

(46-8) 

3.13,12 
(72 7) 

<z oo 

1,65,08 

(67-7) 

1,134 
(47 3) 

3,84,01 
(80 3) 

1.66,17 
<79 3) 

2,17,842 
(81 ) 

939 
(36 3) 

2,46.73 

(57-3) 

’ 90,34 
(48-4) 

1,56,39 
(64 l) 

858 

(35-8) 

2,95,92** 
(61 9) 

91,77 

(43-8) 

2.04,15 
(76 1) 

273 
(10 5) 

66,38 
(15 4) 

57,70 

(30-9) 

8,69 

(3-6) 

276 

(115) 

88,09 
(18 4) 

74,40 
(35 5.) 

13.69 
(5 1) 

19 
(0 7) 

3,04 
(0 7) 

27 

(0 1) 

2,77 J 
(M) 

22 

(0-9) 

22,21 

(4-6) 

12,15 

(5-8) 

1.0061 
(3 7) ( 

53 

(2 0) 

46,39 
(10 8) 

45,42 

<24*33 

‘>7 
(0 4) 

51 

(21) 

46,28 
(9 7) 

45,92 
(21 9) 

36 

(0 1) 

106 
(4 1) 

5,55 
(1 3) 

1,88 

(10) 

3,67 

(1-5) 

98 
(4 1) 

6,88 

(1-4) 

5,63 

(2-7) 

1,25 
(0 5) 

2 

(o T) 

30 

(0 1) 


30 

(0 1) 

2 

(01) 

32 

(0 1) 

6 

(0 0) 

26 

(01) 

54 

C. 1) 

9,59 
(2 2) 

9,59 
(5 1) 


59 
(2 5) 

10,19 
(3 1) 

10,19 

(4-8) 

— 

21 

(0 8) 

37 

(0 1) 

4 

(00) 

33 

(0 1) 

24 

(1 0) 

48 

(0-1) 

11 

(Oil 

37 

<01) 

18 
(0 7) 

1,15 
(0 3) 

49 

10-3) 

65 

(0-3) 

20 

(0-8) 

1,73 
(0 4) 

34 

(0 2) 

1,39 
(0 5) 

1,374 
(53 0) 

1,16,86 
(27 1) 

38,30 

(20-5) 

78,55 

(32-2) 

1.259 

(52-5) 

93,01 

(19*5) 

43,21 . 

< 20 * 6> 

49,80 

(18-6) 

922 
(35 6; 

63,47 
(14 7) 

9,42 

(50) 

54,04 

(22-2) 

780 
(32 8) 

57.30 

(120) 

21,30 
(10 2) 

36,00 

(13-4) 

452 

(17*4) 

53,40 
(12 4) 

28,88 

05 5) 

24,51 
(10 0) 

473 
(19 7) 

35,71 

(7-5) 

21,91 
(10 4) 

13,80 

(5-2) 

124 

(4-8) 

25,27 
(5 9) 

11,50 

(6*2) 

13,77 

(5*6) 

1,13 

(4*73 

6,43 

(1-3) 

1,69 

(0-7) 

4,74 

(1*7) 

128 
(4 9) 

86 
(3 3) 

18,68 
(4 3) 
6,28 
(1-5) 

12,28 
(6 6) 

3,99 
(2 1) 

6.41 

(2-6) 

2,29 

(0-9) 

1.35 

(5-6) 

95 
(4 0) 

17,96 

(3*8) 

8,09 

(1-7) 

13,30 

(6-3) 

5,42 

(2-6) 

4.66 
(1-7) 

2.67 
(10) 

5 

(0 2) 

76 
(2 9) 

33 
(1 3) 

51 

(01) 
1,13 
(0 3) 

1,52 
(0 4) 

51 
(0 3> 

30 

(0-2; 

30 

(0-2) 

83 
(0 3) 

1.22 

(0-5) 

5 

(0*2) 

82 
(3 4) 

43 

(1 -8) 

55 

(01) 

64 
(0 J) 

2,04 
(0 4) 

55 

(0-3) 

14 

(01) 

81 
(0 4) 

50 

(0-2) 

1,23 
(0 5) 

5 

iO 2) 

53 

(01) 

26 

(0*1) 

28 

(01) 

5 

(0 2) 

87 « 
(0-2) 

21 

(01) 

66 

(0 2) 

5 

(0 2j 

53 

(0 1) 

26 

(0 1) 

28 

(0 1) 

5 

(0 2) 

87 

(0-2) 

21 

(0 1) 

f 66 
(0-2; 

2,591 

4,30,51 

1,86,60 

2,43,91 

2,398 

4,77,89 

2,09,59 

2,68,30 


. * “ iiivmvhiv pvn,vniajjV3 iw uic tunvspvnuins loiais. 

•includes also financial companies which have submitted returns but do not hold deposits/exempted loans or otter receipts 
the lidslro^figure^pubh^iied iirtteir^balarKw^steets. 010 ^ ° n aCCOant ° f eXemp,ed deposits respectively in reject of four complies on 

not a ‘ ab ° U '* S 2cr0fM re “ ived in th<fonn of by thrteeompanJ** in pte ^p which ww 
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Performance of Central Government 
Undertakings for 1969-70 


The production and despatches in 
all the plants showed an improvement 
over the previous year as shown be¬ 
low :— 


Public sector undertakings directly 
under the management of the central 
government numbered 91 with a total 
investment pf Rs 4,301 crores as on 
March 31, 1970. 

Of the total investment of Rs 4,301 
crores, the effective capital employed 
in production amounted to Rs 3,313 
crores. The balance represents the 
capital employed on undertakings under 
construction or in expansion or capi¬ 
tal work-in-progress. The profit made 
by the 81 undertakings amounted to 
Rs 139 crores only which gives an 
overall return of 4.2 per cent on the 
capital employed as against 2.8 per 
cent in the previous year. After tak¬ 
ing into account interest charges am¬ 
ounting to Rs 124 crores and provision 
for taxation Rs 18 crores in respect of 
undertakings which made profit, the 
profit is turned into a net loss of Rs 
3.40 crores. 

Investment 

During 1969-70 a further investment 
of Rs 399 crores was made in public 
enterprises bringing the total invest¬ 
ment as at the end of March 31, 1970, 
to Rs 4,301 crores as shown below:— 



(Rs 

crores) 


1969- Previous 


70 

year 

Central government 

3867 

3540 

State governments 

10 

9 

Private parties (Indian) 
Private parties (Fo¬ 

50 

34 

reign) 

374 

319 

Total 

4301 

3901 


Of the total investment of Rs 4,301 
crores the equity capital accounted for 
Rs 2,101 crores and loans Rs 2,200 
crores. 

The pattern of investment was as 
under 

(Rs crores) 


[») Running concerns 

(a) Hindustan Steel 

I»td 1063 

(b) 68 other con¬ 
cerns 2731 3794 


(if) Undertakings under con¬ 
struction 

8 Nos. such as Bokaro Steel, 

Madras Fertilizers, Bharat 
Aluminium, etc. 440 

(iii) Promotional and develop¬ 
mental undertakings 

11 Nos. such as National 
Small Industries Corpora - 
ration, Handicrafts and 
Handlooms Export Corpo¬ 
ration Ltd, etc. 60 

(iv) Financial institutions 

Three undertakings includ¬ 
ing the Life Insurance 
Corporation 7 


Total 4301 

Of the further in\ ^^p iW' ^jjls 399 
crores during 1969-7^^tifvestment by 
central government vtfas'Rs 327 crores. 
The bulk of the investment during 
1969-70 by central government was 
made in the following enterprises : — 


(Rs crores) 


Bokaro Steel Ltd 

150 

Food Corporation of India 

41 

Fertilizer Corporation of India 


Ltd 

19 

Heavy Engineering Corpora- 


tion Ltd 

16 

Oil & Natural Gas Commis- 


si on 

14 

Heavy Electricals Ltd 

11 

Indian Drugs & Pharmaceu- 


ticals Ltd 

9 

Madras Fertilisers Ltd 

9 

Bharat Heavv Electricals 

7 

National Coal Devt. Corpora- 


tion Ltd 

7 

Fertilisers & Chemicals (Tra- 


vancore) Ltd 

7 

Total 

290 

Performance of Hindustan Steel 


Hindustan Steel Ltd owms three steel 

plants having the following capacities: 

i — _ 

Steel 

P*g 

Ingots 

iron 

(million tonnes) 


Rourkela 

1.8 

0.3 

Bhilai 

2.5 

0.3 

Durgapur 

1.6 

0.3 


Production Increase 

- in pro- 

1969- 1968- duction 

. 70 69 % 

(in million tonnes) 

Steel Ingots 3.78 3.72 1.6 

Saleable Steel 2.78 2.62 6.S 


The total steel despatches increased 
from 2.81 million tonnes in 1968-69 
to 2.89 million tonnes in 1969-70. 
Pig iron and saleable steel despatches 
recorded an increase of 0.8 per cent 
and 3.0 per cent respectively over the 
previous year. 

The output and despatches from 
alloy steel plant recorded at) improve¬ 
ment over the previous year. The out¬ 
put increased from 23,640 tonnes to 
41,137 tonnes and despatches from 
16,400 tonnes in 1968-69 to 35,200 
tonnes in 1969-70. The fertiliser plant 
at Rourkela also showed an improve¬ 
ment during 1969-70 the despatches of 
calcium ammonium nitrate however 
declined from 1,75,800 tonnes in 1968- 
69 to 1,36,500 tonnes in 1969-70 con¬ 
sequent on the fall in production. 
Despatches of tar products and am¬ 
monium sulphate rose marginally. 

The annual turnover of Hindustan 
Steel Ltd increased from Rs 320.4 
crores in 1968-69 to Rs 381.3 crores 
in 1969-70 resulting in an increase of 
19 per cent over the last year. The 
increase in sales receipts was mainly 
due to an average increase of 
Rs 75 per tonne in the price of steel 
with effect from January 1, 1970, and, 
partly to higher production and higher 
export margin due to favourable condi¬ 
tions in international market. 

The price increase of Rs 75 per 
tonne of steel effective from January 
I, 1970, was mainly to neutralise the 
cost escalation in previous years not 
covered by previous price increases. 

The operating results for the last 
three years are as follows : 

(Rs in crores) 


Years Gross Dep- Inte- Net 
profit recia- rest loss 
tion 


0) (2) (3) (4) (5)* 

1967- 68 37.98 53.18 23.57 38.77 

1968- 69 48.49 59.44 28.47 39.42 

1969- 70 82.93 64.38 29.46 10.91 


*15=2—3—41 
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The operating results for 1969-70 
showed an improvement over the pre¬ 
vious year. The main reasons for the 
losses however were : 

(a) The high capital block of Hindu¬ 
stan Steel and the price having 
been based on the capital block 
of private sector units; 

(b) Shortfall from the attainable ca¬ 
pacity and output target of sale¬ 
able steel set by the company to 
the extent of 17 per cent and 3 
per cent respectively; 

(c) Expenditure on salaries and wa¬ 
ges rose as a result of increase 
in the rates of wages as a result 
of negotiations. The provision 
made in the price increase to¬ 
wards future wage increase has 
already been absorbed by the 
interim wage increase of Rs 33- 
per month per worker. 

(d) At Durgapur Steel Plant the 
industrial relations was consi¬ 
derably disturbed throughout the 
year and substantial production 
was lost. The nincth open hearth 
furnace of 1.6 million tonnes 
expansion stage could not be 
commissioned due to industrial 
dispate concerning manning and 
this resulted in limiting ingot 
production. 


Other 68 Running Concerns 

Of the 68 running undertakings, 
46 arc engaged in industrial and manu¬ 
facturing activities such as production 
engineering and heavy capital equip¬ 
ment; machine tools, engineering pro¬ 
ducts, chemicals, oils and lubricants, 
mining and minerals, etc. The re¬ 
maining 22 are engaged in trading, 
aviation and shipping and hotels and 
other miscellaneous activities. Of these 
the Indian Consortium for Power Pro¬ 
jects commenced functioning during 
1969-70. The annual turnover of the 
67 enterprises showed an increase of 
Rs 489 crores i.e. Rs 2,596 crorcs in 
1969-70 as against Rs 2,107 crores in 
1968-69. At the same time, the an¬ 
nual depreciation charges increased 
from Rs 81 crores to Rs 102 crores and 
the total interest charges from Rs 74 
crores to Rs 93 crores. 

The analysis of their performance 
shows that 39 undertakings made a 
net profit of Rs 71.20 crores (Table I 
p. 189) and 28 undertakings incurred 
a net loss of Rs 63.^9 crores (Table II 
p.!90). The overall net profit after 
depreciation, interest and taxes amount¬ 
ed to Rs 7.21 crores as against Rs 12.27 


crorcs in the previous year. 

The break-up of the working re¬ 
sults as between the industrial and 
manufacturing enterprises and trad¬ 
ing and miscellaneous undertakings is 
set out below : 


(Rs crorcs) 


1969-70 1968-69 


Net Net Net Net 
Profit loss Profit Loss 


Industrial & 
manufactur¬ 
ing under¬ 
takings 53.13 60.64 52.85 49.35 



(20) (24) (18) 

3.35 12.36 3.78 
( 8 ) ( 10 ) ( 8 ) 


Total 71.20 63.99 65.21 53.13 
(39) (28) (34) (26) 


(Figures in brackets indicate the 
number of undertakings) 

During 1969-70 the overall perfor¬ 
mance of these 67 enterprises showed 
a decline in net profit as compared to 
previous year. While the industrial 
and manufacturing group incurred a 
net loss of Rs 7.51 crores as compared 
to a net profit of Rs 3.50 crores last 
year, the trading and miscellaneous 
undertakings earned a net profit of 
Rs 14.72 crores as compared to a net 
profits of Rs 8.58 crores last year. 

During the year 1969-70, Indian Oil 
Corporation, Shipping Corporation, 
State Trading Corporation, Hindustan 
Aeronautics, Bharat Electronics, Air- 
India, Bharat Earth Movers Ltd, 
substantially improved their profits. 
The Minerals and Metals Trading 
Corporation which sustained a loss 
of 70.2 lakhs last year earned 
profits during 1969-70. The Fertilisers 
and Chemicals Ltd and National 
Newsprint and Paper Mjlls which 
earned profits during 1968-69 sustained 
losses during the year* 

The loss was mainly contributed 
by the four major engineering under¬ 
takings engaged in the manufacture 
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of technological equipment as stated 
below : 


(Rs crores) 


1 . 

Heavy Engineering Corpo- 



ration 

17.23 

2. 

Mining & Allied Machinery 



Corporation 

6.40 

3. 

Heavy Electricals India 



Ltd 

7.81 

4. 

Bharat Heavy Electricals 



Ltd 

1.5 


All the four undertakings arc in the 
initial years of their production and 
are engaged in the manufacture of 
technological equipment and generally 
it takes many years before the produc¬ 
tion of such plants is stabilised and * 
they are able to breakeven. Besides 
these, the Indian Drugs & Pharmaceu¬ 
ticals incurred a net loss of Rs 9.20 
crores and the Neyveli Lignite Corpo¬ 
ration a net loss of Rs 4.40L crores. 

Promotional Undertakings 

As on March 31, 1970, there were 
11 undertakings which were established 
with the objective of promoting and 
developing certain specific activities. 
These undertakings are classified as 
promotional and developmental under¬ 
takings, as it would not be appropriate 
to include them with the running con¬ 
cerns. Three of these undertakings— 
National Small Industries Corpo¬ 
ration, Rehabilitation Industries Cor¬ 
poration and National Textile Corpo¬ 
ration incurred a net loss of Rs 77 
lakhs while the other eight, Central 
Warehousing Corporation, Rehabili¬ 
tation Housing Corporation, National 
Research Development Corporation, 
National Seeds Corporation, India 
Tourism Development Corporation, 
Indian Motion Picture Export Corpo¬ 
ration, Handicrafts & Handlooms Ex¬ 
port Corporation and Rural Electrifi¬ 
cation Corporation earned a net profit 
of Rs 67 lakhs only resulting in an 
overall net loss of Rs 0.10 crore. 
The two financial institutions namely, 
Film Finance Corporation and Export 
Credit & Guarantee Corporation made 
a net profit at Rs 40 lakhs. 

Overall Performance 

Eight undertakings are under con¬ 
struction and have not gone into 
operation and one undertaking has 
just commenced functioning. Ex¬ 
cluding these and the Life Insurance 
Corporation, the performance of the 
remaining 81 undertakings during 1969- 
70 shows an improvement. Of these 
undertakings, 49 made a profit of Rs 
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72,27 crores as against a profit of R$ 
66.07 erodes made by 41 undertakings 
in the previous year. Also during 
1969-70, 32 undertakings made a net 
loss of Rs 75,67 crores as against a 
net loss of Rs 94.18 crores made by 
32 undertakings. The overall position 
shows a reduction of Rs 24.71 crores 
in the net loss during 1969-70 in com¬ 
parison to previous year as shown 
below :— 


1969-70 1968-69 

Net - Net Net Net 
profit loss profit loss 

(i) Running concents 
(a) Hindustan 


Steel Ltd 10.91 

(b) 6? other 
running con- 

39.42 

cerns 71.20 63.99 65.21 

53.13 

(39; (28) (34) 

(</') Promo¬ 
tional (II) 
and finan¬ 
cial (2) uu- 

(26) 

dertakings 1.07 0.77 0.86 

1.65 

<10) (3) (7) 

(5) 

Total 72.27 75.67 66.07 94.18 

(49) (32) (41) 

(32) 

3.40 

28.11 

Net loss - 

-- 

(81) 

(73) 


(Figures in brackets indicate the num¬ 
ber of undertakings). 

AT.f-l.Net profit after depreciation, 
write off of deferred revenue 
expenditure, interest and tax, 
but before prior period adjust¬ 
ments. 

2. Net loss after depreciation, write 
off of deferred revenue expendi¬ 
ture and interest; but before 
prior period adjustments. 

The net loss of Rs 3.40 crores has 
been arrived at after allowing Rs 175 
crores for depreciation and amortisa¬ 
tion, Rs 124 crores for interest pay¬ 
ments and Rs 18 crores for taxation. 
The gross surplus however amounted 
to Rs 314 crores in 1969-70 as against 
Rs 244 crores in 1968-69. 

In order to appreciate the perform¬ 
ance of these undertakings in proper 
perspective it may be mentioned that 
these results have been arrived at after 
allowing the township administration 
and maintenance costs and other social 
overheads which amount to about Rs 
29 crores. It may be recognised that 
the heavy capital outlay on infrastruc¬ 
ture particularly'on township and resi¬ 
dential quarters and maintenance and 


administration of township and other 
facilities have also affected the profit¬ 
ability of these undertakings. 

Employment 

The total number of employees in 
all the undertakings increased from 
5.98 lakhs in 1968-69 to 6.13 lakhs 
in 1969-70. The overall increase in 
the number of employees is about 
15,000 or 2.5 per cent over that of 
1968-69. The total amount of salaries 
and wages including other benefits 
increased from Rs 255 crores in 1968- 
69 to Rs 290 crores in 1969-70, thus 
registering an increase of Rs 35 crores 
which works out to 14 per cent. The 
average annual pay per employee was 
Rs 4,730 in 1969-70 as- against Rs 
4,264 during 1968-69. The average 
pay per employee shows an increase 
of 11 per cent over the previous year’s 
figure.^ 

Foreign Exchange Earnings 

"The foreign exchange earned by ex¬ 
ports during the year 1969-70 amoun¬ 
ted to Rs 85 crores. In case of Hindu¬ 
stan Steel Ltd the total value of ex¬ 
ports on FOB basis increased from 
Rs 41.55 crores in 1968-69 to Rs 
45.56 crores in 1969-70. Exports 
of iron ore to Japan by the National 
Mineral Development Corporation 
amounted to Rs 29.34 crores. Other 
exports were petroleum products by 
the Indian Oil Corporation, telephone 
exchange equipments by Indian Tele¬ 
phone Industries Ltd, machine tools 
and wrist watches by Hindustan Ma¬ 
chine Tools Ltd. 

In addition, foreign exchange of the 
order of Rs 85 crores has also been 
earned by air and shipping corpo¬ 
rations through services rendered. Of 
this amount the earnings by the two 
air corporations account for Rs 54.8 
crores, shipping companies Rs 29 crores 
and ship repair units Rs 1.2 crores. 

Besides these earning, the production 
in the public sector undertakings also 
help foreign exchange savings as actual 
imports would have been larger in the 
absence of domestic production in 
these undertakings. These savings help 
the overall foreign exchange position 
and the balance of payments of the 
country, in the sense that in their ab¬ 
sence the debt servicing capacity or 
the capacity to import for maintenance 
and development would be that much 
less. 

Dividends 

During 1969-70,24 undertakings have 
declared dividends amounting to Rs 
12.65 crores as against Rs 11.65 
crores in the previous year. The rate 
of dividend varied between three and 
21 per cent. 


Table I 

UNDERTAKINGS MAKING PROFITS 
DURING 1969-70 

Rs lakhs 


SI Name of 

No. 

undertaking 

Net profit 
or 

Net loss 


(1969-70) (1968-69) 

1 2 

3 

4 

1. Indian Oil 
Corporation 
Ltd 

2,247.7 

1,943.8 

2. Oil & Natu¬ 
ral Gas Com¬ 
mission 

1,193.8 

1,367.8 

3. Shipping 
Corporation 
of India Ltd 

597 4 

499.7 

4. State Trad¬ 
ing Corpo¬ 
ration of India 
Ltd 

491.0 

248.4 

5. Hindustan 
Aeronautics 
Ltd 

336.2 

224.3 

6. Bharat Elec¬ 
tronics Ltd 

263.3 

244.2 

7. Air India 

261.3 

215.8 

8. Cochin Re¬ 
fineries Ltd 

247.6 

354.4 

9. Fertiliser 
Corporation 
of India Ltd 

227.5 

405.6 

10. Bharat Earth 
Movers Ltd 

199.9 

125.5 

11. Indian Tele¬ 
phone In¬ 
dustries Ltd 

148.0 

151.1 

12. Indian Air¬ 
lines 

129.7 

155.6 

13. Food Cor¬ 
poration of t 
India (Pro¬ 
visional) 

117.7 

50.2 

14. National 

Coal Deve¬ 
lopment Cor¬ 
poration Ltd 

112.5 

115.2 

15. Minerals & 
Metals Trad¬ 
ing Corpo¬ 
ration Ltd 

96.6 ( 

—)70.2 

16. Hindustan 
Teleprinters 

Ltd 

69.8 

64.6 

17. Hindustan 
Antibiotics 

Ltd 

59.1 

33.3 
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Table I (contd.) 


1 2 

3 

4 

18. Mazagon 
Docks Ltd 

56.7 

52.5 

19. Mogul Lines 
Ltd 

34.4 

27.2 - 

20. Garden Reach 
Workshops 

Ltd 

26 2 

21.4 

21. State Farms 
Corporation 

Ltd (provi¬ 
sional) 

23.3 


22. Engineers 

India Ltd. 

22.3 

5.4 

23. Lubnzol 

India Ltd 

18.6 

11.1 

24. National 
Industrial 
Development 
Corporation 

Ltd 

18.1 

8.7 

25. Indian Rare 
Earths Ltd 

17.8 

12.8 

26. Hindustan 
Cables Ltd 

16.7 

53.9 

27. Hindustan 
Shipyard Ltd 

16.2 

6.2 

28. Instrumenta¬ 
tion Ltd 

13 0 

(—>67.6 

29. Uranium 
Corporation 
of India Ltd 

11.7 

(-)70.5 

30. Hindustan 

Steel Works 
Construction 
Ltd 

10 5 

13.0 

31. Hindustan 
Housing Fac¬ 
tory Ltd 

9 5 

4.8 

32. Goa Ship¬ 
yard Ltd 

7.1 

11.8 

33. Janpath Ho¬ 
tels Ltd 

4 8 

(->11.8 

34. Hindustan 
Insecticides 

Ltd 

4.7 

9.4 

35. Tungabhadra 
Steel Pro¬ 
ducts Ltd 

3.7 

6.9 

36. Sambhar 

Salts Ltd 

2.3 

3.9 

37. Hindustan 
Latex Ltd 

2.7 


38. Hindustan 
biganic Che¬ 
micals Ltd 

0.3 


39. Ashoka Ho¬ 
tels Ltd 

0.1 

11.5 1 

i 


. 7,119.8 


• Table II 

UNDERTAKINGS MAKING LOSSES DURING 1969-70 


SI Name of the 
No. undertaking 

Net loss 

1969-70 

1968-69 

1 2 

3 

4 

1. Heavy En¬ 
gineering 
Corporation 
Ltd 

1,723.5 

1,411.5 

2. Indian Drugs 
& Pharma¬ 
ceuticals Ltd 

920.1 

906.6 

3. Heavy Elec¬ 
tricals Ltd 

780.7 

m 

586.7 

4. Mining & 
Allied Ma¬ 
chinery Cor¬ 
poration 

640.2 

638.6 

5. Neyveli Lig¬ 
nite Corpo¬ 
ration Ltd 

440.1 

238.6 

6. Madras Re¬ 
fineries Ltd 

367.3 

u.c. 

7. Hindustan 
Photofilms 

Mfg Co. Ltd 

205.0 

207.6 

8. Fertilisers & 
Chemicals 
Travancore 

Ltd 

198.5 

( -)-)14.8 

9. Bharat Heavy 
Electricals 

Ltd 

149.5 

336.1 

10. Central In¬ 
land Water 
Transport 
Corpn. Ltd 
(provisional) 

1249 

119.2 

11. National In¬ 
struments 

Ltd 

124.8 

83.2 

12. Hindustan 

Zinc Ltd 
(provisional) 

115.8 

30.2 

13. Hindustan 
Machine 

Tools Ltd 

86.6 

. 76.8 

14. National Pro¬ 
jects Constti 
Corpn Ltd 

102.0 

< * 

121,6 


(Ra lakhs) 


1 2 

3 

4 

15. National 
Newsprint & 
Paper Mills 
Ltd 

8fr.5 

(+)24.2 

16. Triveni Stru- 
cturals Ltd 

62.5 

16.2 

17. Praga Tools 
Ltd 

53.9 

20.5 

18. Tannery & 
Footwear 

Corpn Ltd 

48.2 

- C 

19. Pyrites, Phos¬ 
phates & 

Chemicals 

Ltd 

31 .a 

13.8 

20. National Mi¬ 
neral Devt. 
Corpn Ltd 

27.5 

182.2 

21. Bharat Heavy 
Plates & Ve¬ 
ssels Ltd 

27.0 

U.C. 

22. Central Road 
Transport 
Corporation 
Ltd 

21.4 

24.8 

23. National Bu- 
i ildings Con¬ 

struction Co¬ 
rporation 

Ltd 

19.6 

15.4 

24. Electronics 
Corporation 
of India Ltd 

14.7 

32.8 

25. Central Fi¬ 
sheries Cor¬ 
poration Ltd 
(provisional) 

9.9 

12.5 

26. Modem Ba- 
keries(India) « 
Ltd 

8.6 

2.3 

27. Hindustan 

Salts Ltd 

6.5 

14.6 

28. Water&Po- 
wer Develop¬ 
ment Con¬ 
sultancy Ser¬ 
vice (I) Ltd 

0.5 

v I® 
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ALL THIS VENAUTY fflJST STOP 

IT IS a pity that, in his prudential address delivered at the seminar on Planning 
organised by the Bharat Yiivalt Samaj in Chandigath a few days ago, the Minis¬ 
ter for Planning, Mr C. Subramaniam, chose to send up spiralling columns of 
verbal smog. In a statement attributed to him in a report of his speech in The 
Hindustan Times, he had said that “in spite of i0 years of Planning and 25 years 
of Freedom, the country had not been able to provide to its people a square 
meal a day**. If he haa at all expressed this opinion in any sincerity, this should 
necessarily have prompted in him a sense of humility. This, however, does 
not appear to have been the case. 

According to the same report in The Hindustfm Times, Mr C. Subramaniam 
promptly proceeded to claim that the ‘new’ Planning which he was stewarding 
would give equality of opportunity to all citizens by starting to take care “of a 
child right from the womb”. Apart from the fact that this observation does 
not seem to tally with the government’s alleged commitment to population 
control, including family planning through the legalisation of abortion, Mr 
Subramaniam should at least have been aware of the fact that even a country 
much better placed than India to nurse such ambitions, has found it rather diffi¬ 
cult to match performance to professions. We are referring here to the famous 
Beveridge Plan for Britain which, however, in its relative modesty tried to con¬ 
cern itself with the fortunes of the British public only from the cradle to the 
grave and not from the stage of the foetus itself as our redoubtable Minister for 
Planning has in mind for our people. 

It is not irrelevant here to point out that, during those 20 or 25 years with 
the record of which Mr Subramaniam has expressed such profound disappoint¬ 
ment, he himself had not always been living in political exile. On the contrary, 
for various periods of time djuring this spell of our history he had been func¬ 
tioning in positions of authority, first in the government of his own state, and 
later at the centre. If the knowledge has now dawned on him that the ‘old’ Plan¬ 
ning of those years, in which he had also been participating, had not proved 
good enough to provide a square rheal a day for the people, should not the wis¬ 
dom also have come to him simultaneously that politicians of his way of think¬ 
ing may not perhaps be the best human instruments fot~striking out more effec¬ 
tive paths to progress? 

Mr Subramaniam is talking of ‘new’ Planning. What this new planning 
is or is going to be remains one of the better kept secrets of the government. 
The minister says that planning hereafter will be more and more employment- 
oriented. What precisely is ‘new’ in this concept ? So far as employment- 
oriented economic development is concerned, Mahatma Gandhi has endowed 
the nation with an embarrassing wealth of ideas. Even that much-maligned 
ex-prima donna of Planning, Prof Mahalanobis, had far more radical notions 
on this subject than is probably dreamt of in all of Mr Subramaniam’s philo¬ 
sophy. Fortunately, in whatever other respects this country’s economic ex¬ 
periences might have been disappointing in the last 20 years, there has at least 
been a very considerable national gain in realism in our thinking on so-called 
employment-oriented development. Except for politicians for ever preoccupied 
with the tactics of vote-catching, no well-informed citizen seriously believes these 
days that the complex processes of economic development could be squeezed 
into the strait-jacket of political slogan-mongering. National economies with 
low capital per capita must necessarily make extensive use of their manpower for 
creating resources for development. This is not a political option but an eco¬ 
nomic compulsion. At the same time, any national economy with low capital 
per capita must obviously utilise this scarce resource in the most productive 
manner possible. This being the case, it is clearly unworthy of people in positions 
of responsibility for guiding the economic growth of the country to make it 
their principal public occupation to indulge in the phraseology of political op¬ 
portunism. The nation needs more employment. It also needs more pro¬ 
duction. It must raise incomes and purchasing power throughout the com¬ 
munity. For this purpose, it must learn to use its natural resources, manpower, 
capital and technology in the best possible manner. Only if it aims at this col¬ 
lective excellence can it clearly hope to show results in any special area of 
national needs or priorities. It is still not too late for the Minister for Planning 
to acquire such a rounded view of his obligation for advising the Prime Minister 
or guiding the government in following sound policies of economic progress 
and social welfare. 

We would conclude with a final appeal to Mr C. Subramaniam. In a cabi¬ 
net composed mostly either of mediocrities or new entrants who have still to 
prove themselves, or even find their bearings, he has the advantage of being in 
many ways a superior individual. Again, a series of political accidents, re¬ 
inforced by elements of personal equation, have enabled him to be close to the 
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Prime Minister and enjoy her trust to vise the Prime Minister from vantage 

some extent. He could serve the positions in government or the. ruling 

country truly only if he would use party must make up their mind to serve 

these privileges well and wisely. The the country rather than being merely 

latest central budget has shown to what time-servers. It is incumbent on them, 

extent the basic fiscal or other economic if they care to cam the respect of the 

policies of the government have got informed public, to discuss issues of 

perverted through the enthusiasm of public importance, whether in the eco- 

^committed” officials or their self- nomic field <?r in other areas, with the 

seeking political masters. In such a utmost intellectual integrity and a sense 

situation such men of good will and of moral involvement in the challenges 

good sense as are in a position to ad- which the nation faces now. 

Financing Food Reserves 


Some major questions have arisen in 
regard to the marketing of food crops 
and a continuance of procurement 
operations on the present scale as a 
result of the difficulties experienced 
in the current season. The union Minis¬ 
ter of State for Agriculture. Mr A.P. 
Shinde, has even hinted at the possibi¬ 
lity of total production of foodgrains 
in 1970-71 being in excess of 105 mil¬ 
lion tonnes as market arrivals, particu¬ 
larly of wheat, have been heavy even 
after unprecedented procurement ope¬ 
rations by the Food Corporation of 
India and other agencies. It is now 
estimated that the yield of the wheat 
crop may be even 23 million tonnes 
against the earlier figure of 21 million 
tonnes and the final estimate of 20.1 
million toftnes for 1969-70. The output 
of rice is expected to be higher by two 
million tonnes at 42.5 million tonnes 
and of coarse cereals and pulses by 2.5 
million tonnes at 41.5 million tonnes. 
The actual production may thus be 
107 million tonnes in the aggregate 
against 99.2 million tonnes in 1969-70 
and 94 million tonnes in 1968-69. This 
is truly a spectacular achievement and 
Mr Shinde is justifiably optimistic that 
self-sufficiency in food is in sight and 
it would be possible to dispense with 
imports altogether after the end of this 
year. 

The output in Punjab, Haryana and 
Uttar Pradesh must have far exceeded 
earlier estimates as even with reports 
about widespread damage to the stand¬ 
ing crop and the exposure of large 
stocks to untimely rains, arrivals are 
still heavy and weekly purchases since 
the beginning of May have been as high 
as 4.7 lakh tonnes. The net additions 
to buffer stocks have been on a pheno¬ 
menal scale in spite of the fact that siz¬ 
able quantities have had to be used for 
feeding evacuees from East Bengal. 

It has been officially disclosed that 
buffer stocks are now as much as 8.7 
million tonnes against only 5.4 million 
tonnes at the end of March this year 
and that the target of stocks of 5 million 
tonnes to be achieved by 1973-74 has 
been comfortably exceeded even by the 
beginning of the third year of the cur¬ 
rent Plan period. 

The large-scale procurement opera¬ 


tions have been mainly in the nature 
of support operations and fur the 
first time in recent years the targets 
fixed by the Agricultural Prices Com¬ 
mission have been surpassed comfort¬ 
ably. There is even the prospect of 
procurement operations having to be 
continued for some time as there would 
appear to be considerable dehoarding 
of stocks held by farmers against ear¬ 
lier crops. It is noteworthy that tra¬ 
ders have not been adding to their 
stocks of wheat even though there are 
no restrictions on the movement of 
this cereal to any part of the country 
except the statutorily rationed Cal¬ 
cutta areas. 

It is not clear what exactly is the 
significance of these developments. 
There has been an increase in the marke¬ 
table surplus of wheat by more than 
the increase in the size of the 1970-71 
crop which suggests that there is great 
preference for rice. Even with an in¬ 
crease in output of rice by over two 
million tonnes, prices for this cereal 
have tended to rise latterly. This is 
not, however, considered unusual. 
Coarse cereals are still being preferred 
on account of their relative cheapness, 
while consumption of pulses has in¬ 
creased spectacularly. 

However, if there was a further rise 
in food production to 110 million tonnes 
in 1971-72. there may be problems re¬ 
garding absorption of a rising level of 
reduction and the government may 
ave to consider relaxation of restric¬ 
tions pertaining to rice zones and allow 
freer movement over larger areas as 
was done in the case of wheat in 
stages. It is expected confidently that, 
barring unforseen circumstances, there 
will be a sustained growth in output 
of foodgrains in the current season as 
larger areas are being brought under 
high-yielding varieties and a break- 1 
through on the rice front is also expec¬ 
ted to be established. 

The suspension of food imports will 
be helpful in bringing about orderly 
marketing of a larger volume of produc¬ 
tion. But it has to be decided whether 
there should be procurement operations 
and whether it would be necessary to 
introduce crop planning for boosting 


the output of commercial crops like 
cotton and oilseeds which are now in 
short supply and for overcoming the 
deficit for which imports have ,to be 
secured in large quantities. The decisions 
in this regard involve major questions of 
policy and the government will have 
to find correct solutions in the light of 
new developments. 

The financing of procurement opera¬ 
tion of the Food Corporation and other 
state agencies may, however, give rise to 
serious complications if they have to be 
continued on the present scale. The 
net additions to bui{er stocks by 3.3 
million tonnes since the end of March 
this year have been financed mainly 
by the expansion of credit by the sche¬ 
duled commercial banks. The central 
government probably has provided 
budgetary resources to some extent, but 
there is no doubt that additionally 
about Rs 150 crores have been found 
since the beginning of May as procure¬ 
ment purchases are reported to have 
been in excess of the operations in*tjie 
corresponding period in 1970 by two 
million tonnes. This would have in¬ 
volved an extra outlay of over Rs 150 
crores. Since the end of April this year, 
however, advances of Scheduled com¬ 
mercial banks have recorded a net in¬ 
crease of only Rs 195 crores against 
Rs 203 crores in the corresponding 
period last year. This is perhaps due 
to the fact that during the same period 
there has been a decrease in stocks of 
sugar and other items besides brisker 
marketing of current production of 
other manufactured goods. It it not 
known, however, why there has been 
no contra-seasonal increase in advan¬ 
ces to borrowers in the priority sectors 
as happened in the last slack season. 

The increase in advances by Rs 195 
crores has not presented any difficul¬ 
ties for banks as there was a faster 
growth of deposits by Rs 262 crores in 
the same period against Rs 2CH9 crores 
in an identical period in 1970. Borrow¬ 
ings of scheduled commercial banks 
from the Reserve Bank have also risen 
by Rs 50 crores because of higher cash 
balances and fresh investments in,new 
central loans. 

As a result of the latest developments, 
borrowings during the week ended 
July 9 were gnly slightly below the 
level of the corresponding week, last 
year. As fresh accretions to deposits 
have to be earmarked for being in¬ 
vested in the state loans and for lending 
support to the second stage of the 
borrowing pogramme of the central 
government and for bonds of public 
bodies, a reduction in borrowings can 
take place mainly with a drop in sugar 
stocks. The position will get complica¬ 
ted if there is att increase in loans to 
small borrowers. On present indica- 
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tions, there may not be a decline in 
borrowings to below Rs 150 crores by 
the end of October. The banking 
system may, therefore, be in an over¬ 
extended position at the beginning of 


the next busy season unless it is decided 
to provide budgetary resources for the 
maintenance of buffer stocks.' It re¬ 
mains to be seen how the Reserve Bank 
will tackle the ticklish situation. 


States in Export Promotion 


Presiding over the sixth meeting of 
the state Board for Export Promotion 
held in Bombay recently, Mr V. P. 
Naik, the Chief Minister of Mahara¬ 
shtra, disclosed that the state govern¬ 
ments were handicapped in contributing 
effectively to export promotion in the 
absence of a clear definition of their 
role by the central government. He 
suggested that the centre should clarify 
this aspect and that it should also 
associate the state governments in the 
formulation of export policies and 
proceduies. 

Mr Naik however did not indicate 
in what ways he wants the role of 
the slates to be clarified. The govern¬ 
ment of India has already formulated 
the export policy resolution. This ex¬ 
plains how the central government, the 
state governments, and the other agen¬ 
cies can play, their part in export pro¬ 
motion. Though Maharashtra has been 
making commendable efforts to step 
up exports in various ways, most of 
the other state governmenis have not 
been energetic in this regard. Many 
of them not only remain indifferent 
to export promotion but even adopt 
policies which hinder it. 

The Import and Export Policy Com¬ 
mittee, set up by the government of 
India in 1962, in its report, made the 
following comments on the role of the 
state governments : “The state govern¬ 
ments do not always seem to be alive 
to the primacy of export promotion; 
and some of their policies; particularly 
in the fiscal field, have hindered the 
even flow of exports. We have not 
the space to expatiate on this theme; 
but several instances have come to 
our notice where the state governments 
have resisted remission of fiscal levies 
and prevented inter-state movement of 
raw materials enteiing into products 
destined for export markets, purely 
from their provincial stand-point, un¬ 
mindful—-or at least unconscious—of 
the effect of their policies on the export 
drive”. These observations seem as 
valid today as they were about 10 years 
ago. 

Mr Naik’s plea to associate the state 
governments actively with the formu¬ 
lation of export policies and procedures 
is, of course, reasonable. But are not 
the state governments even now able 
to shape the export policy in many 
w*y$? Many states are well repre¬ 
sented in the union cabinet and their 


representatives can be expected to take 
adequate care to put forth their points 
of view when export policies come 
up for discussion. In Parliament also, 
members can effectively express theii 
views on export promotion from the 
angle of the states they represent. 
Moreover, the government of India 
has set up regional committees to 
advise it on problems of export and 
import. In these and in other ways, 
the states can make their influence felt 
on the country’s export policy. There 
is however still room, as Mt Naik has 
suggested, to consider how they can be 
given a greater voice in this important 
field. 

Meanwhile, the state governments 
can do a great deal to step up exports 
by providing adequate raw materials, 
electricity and technical aid to the 
industries in their areas, by affording 
relief in respect of sales tax and othei* 
local levies, by creating warehousing 
facilities, by assisting small units to take 
part in international fairs and exhibi¬ 
tions, and by widely circulating infor¬ 
mation about the scope and oppoitu- 
nities for exports. 

Above all, the states can do much 
to develop exports by . giving greater 
attention to agriculture. The products 
of our agriculture are becoming in¬ 
creasingly important in our export trade. 
These include tobacco, oilseeds, meat 
and meat preparations, dairy products, 
fish and fish preparations, cereals, 
fruits and vegetables, sugar, coffee, 
tea, cocoa and spices, feeding stuffs 
for animals, and textile fibres. It 
should be possible for the state govern¬ 
ments to increase the production and 
productivity of agricultural crops so 
that sufficient surplus becomes avail¬ 
able for export after meeting the coun¬ 
try’s increasing requirements. 

The yield per hectare of many of 
our agricultural products has either 
declined or remained stationary in 
the last few years. For example, the 
yield of groundnut fell from 814 kgs 
per hectare in 1964-65 to 631 kgs in 
1968-69, jute from 1,292 kgs to 1,039 
kgs, mesta from 782 kgs to 590 kgs, 
black-pepper from 236 kgs to 212 kgs, 
chillies (ary) from 663 kgs to 620 kgs 
and tobacco from 876 kgs to 842 kgs. 
The yield per hectare of cotton (lint) 
has remained practically unchanged— 
it was 122 kgs in 1964-65, 123 kgs in 
1967-68 and 123 kgs also in 1968-69. 


If the state governments can play their 
proper role in improving agriculture, 
they can do much to increase the coun¬ 
try’s earnings of foreign exchange. 

Many state governments do not have 
any idea of their expoit potential though 
some of thorn have already got it 
comprehensively analysed by competent 
organisations. The Indian Institute of 
Foreign Trade has estimated that Maha¬ 
rashtra’s exports can be significantly 
stepped up as follows : 

(Value in 
Rs lakhs) 


Groups 

1968- 

69 

1973* 

,74 

(Estima¬ 

ted) 

Agricultural products 

380.9 

1414.0 

Textile manufactures 

914.0 

2130.0 

Leather and leather 



manufactures 

72.0 

150.0 

Basic chemicals, etc 

284.0 

1262.0 

Chemicals and allied 



products 

394.0 

688.0 

Plastics 

365.0 

1145.0 

Engineering items 

984.0 

1975.0 

Miscellaneous ; 



(i) Cinematographic 



films 

271.0 

375.0 

rii) Gems and jewel¬ 



lery 

3740.0 

6500.0 

(iii) Others 

37.0 


Total 

7541.9 

15,639.0 


Many other states have also enor¬ 
mous scope for exports by exploiting 
which they cannot only contribute to 
the country’s earnings of foreign ex¬ 
change but can also create large oppor¬ 
tunities for employment. 

Apart from helping to maximise 
production in the field and the factory 
and developing the infrastructure, the 
state governments can contribute to 
export promotion by maintaining law 
and order and harmony in industrial 
relations. It is not realised to what 
a great extent our industrial produc¬ 
tion and export earnings suffer as a 
result of the inability of the state gover¬ 
nments to maintain law and order. 
This is particularly true of West Bengal 
which substantially contributes to the 
country’s industrial production, espe¬ 
cially in jute, tea, coal, iron and steel, 
railway wagons, sewing machines, elec¬ 
tric fans, paper and paper board, and 
sulphuric acid. In 1969-70, India lost 
166,78,714 man-days out of which 
West Bengal’s share was 58.71 per cent 
compared to 43.30 percent in 1968-69 
and 39.60 per cent in the previous 
year. So, even without waiting for clari¬ 
fication from the centre, the state 
governments should be able to contri¬ 
bute significantly to the increase and 
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diversification in the country’s exports, how far they will be able to play their 
But with the chronic ministerial ins- part in the vital field of export promo- 
tabifity in many states, one wonders tion. 

West Bengal Cries Out for*’Help 


The Influx of more than seven million 
refugees from East Pakistan, the deter¬ 
iorating law and order situation, the 
declining employment opportunities, 
the reduced profitability of traditional 
industries, the continuing outflow of 
capital and widespread hesitation on the 
part of industrialists to set up new units 
nr expand the existing ones are some 
of the factors which have hurt the eco¬ 
nomy of West Bengal. Not long ago 
West Bengal was the most industri¬ 
alised state in the country. People who 
have played a dynamic part in its indus¬ 
trialisation arc naturally pained to see 
the present state of affairs in this 
state. A deputation of such persons 
led by Mr Sanjoy Sen, President, 
Indian Chamber of Commerce, and Mr 
R.B. Shah, senior Vice-President, saw 
the Prime Minister, Mrs Indira Gandhi, 
last week and put forward some cons¬ 
tructive suggestions for the revival 
of the stooping economy of West 
Bengal. 

The problem of refugees from East 
Pakistan is no doubt a colossal one. 
It has strained the resources of all our 
status which surround East Pakistan 
though the heaviest load has fallen on 
West Bengal. Therefore, the plea of 
West Bengal that the refugees should 
be dispersed to other states at quicker 
pace is understandable though it will 
ma);e the problem of their return to 
East Bengal rather difficult if and when 
normal conditions prevail in that coun¬ 
try. Let us not forget that our govern¬ 
ment is committed to their return 
to East Bengal, sooner or later. Their 
disipersal to other states is likely to 
result in their absorption in the 
economies of those stales making the 
problem of their repatriation some¬ 
what complex. New Delhi does not 
seem at present to be reconciled to 
Jetting the refugees get absorbed 
is this vast country but if the present 
stalmate continues, wc may have 
no other option in this regard. 
What is necessary is that the regis¬ 
tration of refugees should be strict 
so that their identification becomes easy 
and in case a political solution is found 
(possibilities for which seem remote 
at present) their repatriation may 
not pose a problem for us. 

West Bengal has acquired notoriety in 
regard to industrial indiscipline and ab¬ 
sence of law and order. The quick minis¬ 
terial changes in the state have, it seems, 
demoralised the police force which has 
ceased to be the guardian of law and 
order. The centre’s primary task today 


is to eliminate the feeling of insecurity 
which haunts the police force. Unless 
the guardians of Jaw and order regain 
conlidence, they would never be incli¬ 
ned to take firm action against the 
trouble-mongers. 

The declining profitability of the tradi¬ 
tional industiies of West Bengal, which 
is the cumulative effect of governmental 
pricing policies, the mounting industrial 
unrest, insecurity experienced by the 
managerial staff, inter-union rivalry 
and reduced productivity have caused 
the outflow of capital from the state 
as well as retardation of new investment. 
Because of not very happy working re¬ 
sults of industrial units, the banks 
and the financial institutions too are 
reluctant to provide them with working 
capital. At a time when the needs of 
industries in the state for capital are 
increasing, the financial institutions 
are exhibiting reluctance to commit 
additional funds. New investment acti¬ 
vity thus is at a low ebb which, in turn, 
has reduced the number of employment 
opportunities. This situation cannot 
be set right unless the centre goes out 
of its way to encourage investment 
activity. 

It would be sheer naivety to think 
that the centre is not fully seized of the 
economic and political situation in 
West Bengal. The fact is that there is 
obvious lack of courage in tackling the 
problems of this state because of certain 
inhibitions. This Was evident from 
the discussions which the Forum of 
Financial Writers had last week with Mr 
Moinul Haqut* Chaudhuri, the central 
Minister for Industrial Development. 
Asked if the government would agree to 
keep in abeyance the restricting legisla¬ 
tion regarding industrial licensing and 
monopolies in so far as West Bengal was 
concerned, Mr Chaudhuri said that 
“We are bound under an Act passed 
by Parliament”. The process of indus¬ 
trialisation perhaps cannot be hastened 
in West Bengsl even if the Monopolies 
and Restrictive Trade Practices (MRTP) 
Act is made non-operative for some 
time in West Bengal, as very few appli¬ 
cations for establishing new industrial 
units in this state are pending with the 
government. But since the MRTP 
Act particularly hits West Bengal in¬ 
asmuch as the majority of entrepreneurs 
there come within the jurisdiction of 
this Act, some relaxation seems to be 
warranted. The Industrial Development 
Corporation of West Bengal too can 
profitably follow example of its 
counterparts in other states by obtain¬ 


ing industrial licences for setting up 
ventures jointly with private entrepre¬ 
neurs. 

Perspective planning in West Bengal 
needs to be given more attention, as 
suggested by the Sanjoy Sen deputation. 
The memorandum submitted by Mr 
Sanjoy Sen and his collegues to the 
Prime Minister stressed: “While other 
states were able to plan in a big way 
during the fourth Plan period, West 
Bengal could not do so. For instance, 
the total outlay in the third Plan was 
Rs 300.48 crores for West Bengal 
compared to Rs 560.25 crores for Uttar 
Pradesh and Rs 433.60 crores for 
Maharashtra. But in the fourth Plan, 
while the outlay in Uttar Pradesh jump¬ 
ed to Rs 965 crores and in Maharashtra 
to Rs 898 crores, in West Bengal the 
outlay is just Rs 322 crores.” These 
figures indicate the imperative need for 
intelligent and intensive planning Jor 
which a planning cell needs to be crea¬ 
ted with adequate and experienced per¬ 
sonnel. 

Unfortunately, New Delhi seems to 
think that the appointment of Mr S.S. 
Ray as the Minister for West Bengal 
would act as a magic wand and that the 
problems which this state faces would 
vanish as soon as he settles down firmly 
in his new post. If anything, Mr Ray’s 
appointment has created additional 
confusion as there is no clear demarca¬ 
tion of duties between the Governor 
and Mr Ray. The state needs firm rule 
by the centre for some time and if the 
suggestions given by the Indian Cham¬ 
ber of Commerce are put into practice, 
there is a possibility of stopping further 
economic downturn in the state. 

The vicious circle of labour indiscipline 
and deterioration in the law and order 
situation leading to a setback to fresh 
investment and reduced fresh invest¬ 
ment resulting in dwindling employ¬ 
ment opportunities and leading to unrest 
has to be broken. The attack has to bfe 
two-pronged. On the one hand the law 
and order situation has to be improved 
expeditiously so that the investor’s 
confidence is restored. On the other 
hand, the investor has to be encouraged 
by holding in abeyance the restrictive 
policy of the government and through 
extension of credit. The encourage¬ 
ment should be for the establishment 
of non-traditional industries for West 
Bengal. A move in this direction, of 
course, has been made already in so far 
as the public sector is concerned. This 
en\isages the development of the Haldia 
complex with a refinery, a dockyard, a 
soda, ash plant and a fertiliser manufac¬ 
turing unit. The private sector tod has 
to be allowed to branch out into new 
lines of manufacture, irrespective of 
the Monopolies and Restrictive Trade 
Practices Act. 
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NITIE Gives a Lead 

R. V. MURTHY 


Take any batch of students proceeding 
to foreign countries for higher technical 
education these days and you find a 
sizable percentage of them going in 
for a post-graduate diploma or degree 
(in foreign countries, no distinction is 
made as between diploma holders and 
degree holders at the time of recruit¬ 
ment, unlike in our country) in indust¬ 
rial engineering. This is because it is 
common knowledge that no one with 
industrial engineering qualification is, 
or has been, without a job not only in 
India but even in the USA, though 
thousands of engineers are remaining 
unemployed in both the countries. 

The lead taken by the National Insti¬ 
tute for Training in Industrial En¬ 
gineering (NITJE) in offering a two- 
year post-graduate programme in In¬ 
dustrial Engineering, that is, a complete 
course to-* prepare young men for a 
career in industrial engineering, is, 
therefore, to be welcomed, even though, 
as Prof. N.S. Ramaswamy, the NITIE 
director, stated at the inauguration of 
this course, the other day, by Mr S 
Jagannathan, Governor, Reserve Bank 
of India, the starting of this course is 
only the next phase of NITlE’s develop¬ 
ment. (NITIE, which was established in 
1963 by the government of India with 
assistance from the United Nations 
Organisation through the International 
Labour Organisation, is the apex insti¬ 
tution in the country to cater to the 
needs of education, training, research 
and consultancy in the areas of Indus¬ 
trial Engineering, Operations Research, 
Productivity and other management 
sciences and offering diplomas to those 
that avail themselves of these courses). 

Post-Graduate Course 

I say this because NITlE’s new post¬ 
graduate course in industrial engineer¬ 
ing is industrial engineering with 
a difference, and it is a refreshingly 
happy coincidence that both NITIE's 
board of directors and Mr Jagannathan 
happen to hold the same views on the 
type of industrial engineers that this 
country needs, a point that could have 
been missed by none who listened to the 
inaugural speech of Mr Jagannathan, 
the welcome address of Dr S.M. Patil, 
(Managing Dimeter, Hindustan Ma¬ 
chine Tools Ltd, Bangalore) chairman 
of the NITIE board, and the talk on 
“Programmes and .Perspectives” by 
NITIE director, Prof Ramaswamy, on 


the day the new course was inaugurated. 

“Industrial Engineering for the India 
of today” could well be the title of the 
inaugural speech of the Reserve Bank 
governor. He did well to point out 
both what the lay public understand by 
the term “industrial engineer' 1 (which 
is not correct) and to spell out what in¬ 
dustrial engineers are expected to do 
for this country now and m the future. 
Prof Ramaswamy had remarked at a 
press conference only on the eve of 
the function that the public concept of 
an industrial engineer was an engineer 
that had something to do with industry. 
The public cannot be blamed for this, 
because, as Mr Jagannathan pointed 
out in his speech, “Industrial en¬ 
gineering, particularly in western count¬ 
ries, was largely preoccupied with 
manufacturing functions in the first 
few decades of its development”. In 
the result, other areas, no less impor¬ 
tant to modern man. such as urban de¬ 
velopment, transportation, banking, 
hospitals, etc., did not receive adequate 
attention. 

New Dimensions 

Again, industrial engineering in its 
application to a fully developed econo¬ 
my like, say, the USA with its own pecu¬ 
liar features, may not be suitable for a 
developing country or “a trinity of 
highly developed, developing and un¬ 
developed sectors” that India is. Fur¬ 
thermore, in our case, there'are certain 
new dimensions that need to be taken 
care of, such as, for example, the model 
of planning that we have chosen to 
adopt involving radical changes 
in socio-economic and political 
models, and the compulsions im¬ 
posed on location of new industries in 
backward areas may be, more often 
than not, to appease popular and, 
powerful parochial interests. Finally, 
there is also the necessity to pay parti¬ 
cular attention to the cost and quality 
of whatever wc produce so as to be able 
to compete successfully in the world 
markets and build up our export trade 
— a must in the prevailing conditions. 
It is noteworthy that Mr Jagannathan 
drew pointed attention to every one of 
these problems and, what is more, 
insisted that these could be tackled by 
application of industrial engineering. 

Looking back to see what progress 
has been achieved so far and looking 


forward to see where we should aim to 
go and how we should go about to do 
so as quickly as possible, he prescribed 
certain imperatives, as it were, which 
deserve to be noted and followed, parti¬ 
cularly by those in charge of NITIE. 

First, the Reserve Bank chief noted 
that the time has come when the em¬ 
phasis has to be more on increasing 
productivity and reducing costs. In 
fact, he said, there should be a great 
surge forward in production both quali¬ 
tatively and quantitatively to cater to 
the vast potential market we have. 
Mr Jagannathan’s thesis was that - fc an 
increase in production by better use 
of existing capital facilities could bring 
down costs and simultaneously* expand 
the effective market thereby”. To quote 
him, again, “the time has come 
when wc should cease to take pride in 
merely being able to produce an article 
in India but concentrate instead on 
how much and how cheaply we can pro : 
duce”. It is his belief that industrial 
engineers can play a great part in stepp¬ 
ing up the present low output Capital 
ratio of our country. 

Need for Innovations 

Secondly, according to Mr Jagamia- 
than, it is essential for even the develo¬ 
ped sector to initiate innovations in the 
management systems and follow them 
up vigorously for sustained growth and 
progress. As he observed, “changing 
socio-economic environments and ris¬ 
ing aspirations of the people have made 
the age-old approaches and attitudes 
almost obsolete.” In this context it is 
that he referred to the major problem 
of adapting techniques developed 
abroad and also developing new con¬ 
cepts and techniques suited to Indian 
conditions. To illustrate his point, he 
referred to concepts and techniques de¬ 
veloped abroad within the framework 
of relative abundance of capital and 
shortage of labour and said how we, 
in our conditions which are just the 
reverse, may have to give more em¬ 
phasis to methods that use more labour 
and to intermediate technology in cer¬ 
tain sectors. But then, in this process, 
he cautioned, “it is not really a ques¬ 
tion of adopting a second best tech¬ 
nology for humanitarian or social 
reasons, but rather that we must adapt 
the method to suit our conditions.... 
The technology has to fit our circums¬ 
tances, be designed to suit the scale of 
production in view' and seek to opti¬ 
mise production at minimum costs”. 

Thirdly, he alluded to the compul¬ 
sion of having to locate new industries 
in less developed areas. “For such loca¬ 
tion and planning and adaptation to 
location”, Mr Jagannathan said, “our 
industrial engineers will have to have a 
better understanding of social costs and 
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benefits. These new dimensions are to 
be brought into our educational and 
training processes'’. (And this, by the 
way, is what Prol. Ramaswamy also 
stressed in his talk on “Programmes and 
Perspectives”). 

Fourthly, Mr Jagannathan said: “Un¬ 
like the western countries which have 
a market economy, the imperatives 
of Planning in India demand new 
approaches and skills”. This would 
mean, as he added, “development of 
models under a number of parameters, 
both tangible and intangible, concern¬ 
ing our social and cultural diversities”. 
This would also need empirical research 
and development of quantitative techni¬ 
ques with which industrial engineering 
is mainly concerned, he urged. 

National Failing 

Fifthly, the Reserve Bank governor 
dwelt on a noticeable national failing 
’of ours — “that as a group we, in India, 
are unable to produce the full results 
that we are capable of ” —the cultural 
component as he put it, and, at the 
same time, pointed to another compo¬ 
nent amenable to short-term rectifica¬ 
tion—the supporting organisational in¬ 
frastructure and systems- which could 
make a large difference. Inasmuch 
as industrial engineers “are directly 
concerned with the design and installa¬ 
tion of supporting systems to make all 
functionaries more effective”, he wanted 
them to play a significant role in de¬ 
veloping organisational modeJs and 
supporting technique systems for all 
types of organisations including go¬ 
vernment, public utilities, insurance 
and manufacturing, as also banking. 

Finally, Mr Jagannathan deplored the 
scanty work done by industrial en¬ 
gineering in the non-manufacturing 
areas and remarked: “This is a serious 
lacuna since the manufacturing-cum- 
distribution sector is closely connected 
with the infrastructure service sectors”. 
And he warned: “Any amount of in¬ 
cremental productivity in the manu¬ 
facturing sector is likely to be offset 
by the lag in the other sectors, unless 
we give suffeient attention to close the 
gap in the non-manufacturing sector”. 
Accordingly he welcomed the interest 
being evinced by NITIE in research and 
training in aspects connected with city 
administration, transportation, tourism, 
hospitals, etc. and to improve the 
banking industry’s information system 
and records management*. 

To conclude, 1 cannot do better than 
refer to the challenges ahead which he 
listed in this graphic peroration: 

“We recognise that changes have to 
take place to mould our attitudes and 
behaviour in order that our group effec¬ 


tiveness may improve. We are aware profitability alone. We have to take 

that we have to adapt imported techni- technology and modem management 

ques to indigenous needs; clearly, we sciences to sectors that did not have 

have to evolve indigenous techniques their benefits. These are the challenges 

to solve our special problems. In a ahead of us, particularly for institutions 

country where large masses of people like NITIE and all professionals.” 

are under-privileged, we have to realise 

the value of the human factor. We NITIE, there is every reason to hope, 
cannot easily be guided by unit level will be able to face these challenges. 

Seeds to Sustain Green Revolution 

J- RADHAKRiSHNAN 


“THr most important key input to agri¬ 
cultural prosperity is quality seed. 
Quality seed in fapt can rightly be 
described as the seed of Green Revo¬ 
lution,” says Dr Rupsudan Lai Paliwal 
who Is the Managing Director of the 
Tarai Development Corporation (TDC) 
in Nainital District of Uttar Pradesh. 
At full development by 1974, the TDC 
aims to meet 30 per cent of India’s 
high-yielding seed requirements. 

The Rs 20-crore ambitious project 
was set up in 1969 with the World 
Bank assistance of Rs 9 9 crores. An¬ 
nouncing the loan in' 1969, the prag¬ 
matic World Bank President Robert Mc¬ 
Namara declared: “This loan is the 
first financing anywhere by the Bank 
group in the field of seed production 
which lives at the heart of the world¬ 
wide improvement in agricultural tech¬ 
nology. This is an important step in the 
Bank group's support of India's Green 
Revolution.” 

Unique Feature 

That apart, a unique feature of 
TDC is that its shareholders include 
farmers. The National Seeds Corpo¬ 
ration and the UP Agricultural Uni¬ 
versity at Pant Nagar, are the others. 
The active participation of farmers 
makes TDC a producer-grower develop¬ 
ment project—the first of its type 
in India. 

“It is a tribute to the confidence 
of the farmers in TDC that they subs¬ 
cribed shares worth Rs 80 lakhs in 
no time,” notes its managing director. 
In all 1,022 farmers from the Tarai 
region of Nainital, and Rampur and 
Bareilly districts of UP have put their 
faith in TDC. (A minimum of 15 
shares at Rs 100 each is the eligibility 
for a farmer shareholder). 

This faith by the, down-to-the-earth 
farmers is by no means ill-placed. 
TDC's achievements in the short 
two-year period since its establishment 
in June 1969 prove this. “TDC has al¬ 
ready established a name for high qua¬ 
lity and low-priced seeds throughout 
the country,” says Dr Paliwal with pride. 
Last rabi season, the demand for wheat 


was fully booked by September 1970, 
and processing of wheat seed had to 
be continued till the end of October 
to meet additional demands. 

Figures speak for themselves. In 
1969-70, TDC sold 74,376 quintals 
of seeds valued at Rs 1.4 crores. During 
kharif]910> seed production programme 
was taken on about 10,500 acres amj 
61,500 quintals seed was produced. * 
During rabi 1970-71, seed production 
programme has been taken on 12,337 
acres. 

“There was a very heavy'demand for 
the seeds marketed by TDC last year 
and it became a problem to satisfy 
countrywide demands channelled thro¬ 
ugh 24 distributors and 403 dealers 
designated by the corporation all over 
India,” recalls Dr Paliwal. “The seeds 
had to be rationed keeping in view 
the demand and the importance of the 
crop in the end-use area”. The 1970 
“shortfall” has served a purpose. It 
has helped the distributors and dea¬ 
lers to anticipate the demands for 
seeds in their area and alert the TDC 
in advance on the seed needs in their 
respective territories this sowing 
season. 

Hybrid Seeds 

Seeds supplied by TDC include hybrid 
wheat and paddy, maize and pearl 
millet, soybean, pulses, oats, potato 
and some fodder crops. “We are the 
only large-scale producer of soybean 
seeds,” notes Dr Paliwal. ‘‘We are 
able to produce seeds which are viable: 
good, high quality soybean seeds.” 
Maharashtra and Madhya Pradesh 
are two states presently taking TDC 
soybean seeds. £Wc will be able 
to supply 12,000 quintals of soybean 
seeds for kharif 1971,” he 9ays. 

As for wheat, the seed production 
planned is 12,000 quintals. But the 
demand for TDC seeds is so great that 
all the 9eeds that TDC can produce 
are booked in advance. And there is 
a lengthening queue of people in the 
waiting list. TDC seeds are sought by 
farmers in almost all states of India. 

In addition, 1,400 quintals of wheat 
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seeds were exported to Nepal last 
year. 

An outstanding achievement by TDC 
during rabi 1969 season was the mul¬ 
tiplication of the special Triple-Gene 
Dwarf wheat seed (UP-301) on 3,250 
acres. This wheat variety has 20 per cent 
higher protein, the highest disease 
resistance, high fertiliser absorption 
and response, excellent baking quality, 
and is completely non-lodging besides 
being the most suitable for mixed crop¬ 
ping with sugarcane. TDC expects 
the Triple-Gene wheat to give a great 
boost to wheat production in India. 

TDC is the only seed producing 
concern in India which guarantees 
return of full value in case the seeds 
fail to germinate. According to its 
managing director, last year approxi¬ 
mately 70,000 quintals of wheat seeds 
were sold. Of this huge quantity com¬ 
plaint was received in only one case 
involving six quintals. Here too it 
was not due to any fault on the part of 
TDC. The bag had apperently got 
soaked during transporation by 
train. Even so, TDC rushed another 
lot to the spot in time. 

Diverse Activities 

High quality seed production is only 
one aspect of TDC’s diverse activities. 
The corporation has also taken on hand 
improved farm mechanisation, and land 
development programmes as adjuncts 
to increased foodgrains production. 
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5Q peise, or less than 25 percent of that 
from ordinary tube wells operated with 
electric power. TDC plans to have 
about 200 artesian wells in the region 
sooh. 

Another TDC activity is periodic 
surveys of holdings of farmers for pro¬ 
per land levelling—an important ele¬ 
ment in quality seed production. 
By 1974, TDC hopes to complete le¬ 
velling 32,000 acres in the Tarai region. 

TDC is striving that yields should 
increase further. Proper land develop¬ 
ment and levelling are prerequisities 
for this. The corporation’s aim to 
meet 30 per cent of India’s high- 
yielding seed requirements by 1974 is 
very much tied to this. Its estimated 
requirement is in the neighbourhood 
of 46,000 tonnes. Right now TDC 
produces 20,000 tonnes. 

It is obvious that TDC is actually 
serving two sets of people—the farmers 
of Tarai and the farmers of India 
who use TDC seeds. “We want to keep 
the price of seeds as reasonable as 
possible so that a large number 
of farmers are able to afford it. Even 
now our seeds are the lowest 
priced for comparable quality, but wc 
aim at providing seeds at the lowest 
rate possible. We want to work as a 
servicing organisation, not a profit¬ 
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making unit,” asserts the managing 
director of the corporation. 

What of the future ? At the moment 
TDC is concentrating on the production 
of only food seeds—wheat, rice, maize, 
millet and certain vegetables. It is how¬ 
ever planning to start production of 
jute seeds, fodder seeds and a wide 
variety of vegetable seeds by the 
next season. 

TDC has in view another long-term 
project which is of far-reaching signi¬ 
ficance. Tt is going to start in the 
south a complete seed production plant 
shortly, so that it can develop t£e spe-. 
cial variety of seeds—rice especially 
—used in that region, and produce 
it in considerable quantity in time 
to meet south India’s growing needs. 

At present, in view of the vast dis¬ 
tances to be covered, TDC is not in a 
position to meet all the seed require- 
ments. To meet this situation, TDC 
will encourage more and more 
seed production projects to be started 
in different regions. “On our part we 
arc prepared to give the experience we 
have gained and all the technical know¬ 
how to new ones planned, “assures 
Dr Paliwal. In fact, TDC has already 
suggested to the World Bank to help 
spread the idea in many parts of India. 
And new ones should not be long in 
coming. 


Evolution of Wage Policy in India 


V- P KAPUR 


“Efficient farm mechanisation is a 
very important factor in successful 
seed production and intensive agricul¬ 
ture,” notes Dr Paliwal. To this end, 
TDC has purchased 750 tractors worth 
two crore rupees, and 73 harvest com¬ 
bines and related equipment such as 
ploughs, planters and seed discs, costing 
Rs 51 lakhs. This modern farm equip¬ 
ment is for use by the TDC’s large 
clientele of shareholding farmers to 
help them accelerate quality seed 
production. 

In addition, TDC has introduced a 
system of providing services to the 
farmers in the Tarai region (45 by 
20 miles area) so that even small far¬ 
mers who otherwise are not in a posi¬ 
tion to maintain their equipment can 
take advantage of this. ' 

As regards land development, TDC 
has already constructed 44 artesian 
wells in the Tarai region. The discharge 
from these wells ranges between 50,000 
tp 96,000 gallons per hour. It is diffi¬ 
cult to find a parallel to these excellent 
artesian wells anywhere in the world. 
The cost per cusec hour of water from 
these wells is expected to he less than 


Historically speaking the growth of 
organised employment which peima- 
nently attracted labour away from the 
land and the evolution of a wage policy 
are comparatively recent pheromena 
in India. Even though the establish¬ 
ment of mining, plantation and factory 
industries goes back to the 19th ccn- 
tuiy it was only in the period since the 
* World War I, i.e. after the adoption of 
the protective tariff policy by the go¬ 
vernment of India that industrial em¬ 
ployment in the countiy assumed sig¬ 
nificance and began to grow in size. 
Yet at the time of Independence the 
total employment in factories in the 
Indian union had hardly reached a 
level of three million. Aside from in¬ 
dustry, Indian Railways were then as 
even now a major employer ptoviding 
employment to over nine lakh persons. 

Under these circumstances there were, 
apart from the early legislation for the 
prevention and settlement of labour dis¬ 
putes, no specific measures in the field 
of wages. However in the period bet* 
ween the two world wars ad hoc en¬ 
quiry committees without statutory 


backing for settling specific wage issues 
were not altogether unknown. The first 
direct step in regard to the protection 
of wages earned or due was taken in 
1936 when the Payment of Wages Act 
was enacted following the appointment 
of the Royal Commission on Labour. 

With the outbreak of the World War 
II the Defence of India Rules were im¬ 
posed whereby the government was 
among other things vested with powers 
to prohibit strikes and lock-outs by 
referring wage disputes to conciliation 
and arbitration and to enforce compli¬ 
ance of the decisions of the adjudicators 
by the parties concerned. These powers 
which were originally envisaged only 
as a temporary war-time measure came 
to stay with the enactment of the 
Industrial Disputes Act 1947. Thus 
almost since 1940 wage determination 
has not been considered as a purely 
private matter for settlement between 
employers and workers or to be left 
to the free play of market factors. 

Another landmark in the history of 
wage policy in India was the 1946 pro¬ 
gramme of legislative and administra- 
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tive action on labour matters an¬ 
nounced by the interim government 
whigh included: (i) the statutory pres¬ 
cription of minimum wages in sweated 
industies and occupations and in agri¬ 
culture; (ii) standardisation of occu¬ 
pational terms and wages in ail major 
industries and deteimination of diffe¬ 
rentials in wage rates as between vari¬ 
ous occupations in an industry; (iii) 
promotion of “fair wage” agreements 
including the introduction of time 
scales wherever possible with due re¬ 
gard to the industry’s capacity to pay, 
and (i\) steps to secure a living wage 
for workers in plantations. 

In 1947 an industiial truce reso¬ 
lution was unanimously adopted 
at a repicsentative tripartite con¬ 
ference. The resolution biter alia 
recommended suitable machinery 
for studying and determining fair 
wages and conditions of work for 
labour. “The system of remuneration 
to capital as well as labour,” the reso¬ 
lution said, “must be so devised that 
while in the interests of the consumers 
and the primary producers excessive 
profits should be prevented by suitable 
measures of taxation and otherwise, 
both will share the product of their com¬ 
mon effort after making provision for 
payment of fair wages to labour, a fair 
return on capital employed, in the 
industry and reasonable reserves for 
the maintenance and expansion of the 
undertaking.” 

The first industrial policy statement 
issued by the government of India on 
April 6, 1948, while indicating the 
acceptance by the government of the 
above icsolution also stated that the 
government proposed to establish 
machinery for advising on fair wages, 
fair remuneration for capital and con¬ 
ditions of labour. 

Minimum Wage 

The Minimum Wages Act was also 
enacted in 1948. This provided for the 
fixation of minimum wages by govern¬ 
ment through notification on the advice 
of the committees appointed for the 
purpose or otherwise in tbe case of 
agriculture and 12 other industries 
listed in the schedule to the Act. The 
state governments were, however, em¬ 
powered to add to this list in the light 
of local conditions. The Committee on 
Fair Wages was also appointed to de¬ 
termine the principles on which fair 
wages should be based and to suggest 
the lines on which the principles evolved 
could be applied. The recommenda¬ 
tions of this committee have contributed 
a good deal to the concepts and ideas 
in the sphere of wage policy. The com¬ 
mittee recognised tnat for evolving 
principles for governing the fixation of 
wages the background of the general 


economic conditions and the level of 
national income should be taken into 
account and stated that at any level of 
national income there was a certain 
level of minimum wages which the so¬ 
ciety could afford. What it could not 
afford were the minimum wages fixed 
at a level which would reduce employ¬ 
ment and thereby diminish national 
income and ultimately retard the pro¬ 
gressive improvement of the wage stru¬ 
cture. 

It may also be recalled that this com¬ 
mittee had defined three broad wage 
concepts namely of a “‘minimum w age”, 
“living wage” and “fair wage”. The 
Committee represented “a standard 
of living which provides not merely 
for a bare physical subsistence but 
for the maintenance of health and 
decency, a measure of frugal comfort 
and some insurance against the 
more important misfortunes.” The 
“minimum wage” the committee said, 
“must provide not merely for the 
bare sustenance of life but for the 
preservation of the efficiency of the 
worker by providing some measure of 
education, medical reguiremenls and 
amenit ies.“According to the committee 
while the lower limit for fair wage must 
obviously be the minimum wage the 
upper limit was set by the industry’s 
capacity to pay. 

Actual Wages 

Within these desiderata the level 
of actual wages would be governed 
by: (i) the productivity of labour; 

(ii) the prevailing rates of wages; 

(iii) the level of national income 
and iis distribution; and (iv) the place 
of the industry in the country’s econo¬ 
my. The wage fixing machinery, it 
was recommended, should relate a fair 
wage to a fair load of work and the 
needs of a standard family consisting 
of three consumption units inclusive 
of the earner. The capacity of a parti¬ 
cular industry in a specified region 
should be taken into account to deter¬ 
mine the capacity to pay, and this in 
turn could be ascertained by taking 
a fair cross-section of the industry in 
the region concerned. In the actual cal¬ 
culation of the fair wage, tbe committee 
had observed, it was not possible to 
assign any definite weights to these 
relevant factors. 

A clearer enunciation of wage policy 
in India came with the commencement 
of planning. The fust Plan, while cau¬ 
tioning against a general upward move¬ 
ment of wages which would set in mo¬ 
tion a wage-price spiral, recommended 
that wage increases should be granted 
mainly to remove anomalies or where 
the existing rates were very low, and to 
restore the pre-war real wage as a first 
step towards a living wages. The Plan 


farther recommended that in settling 
questions of wage adjustments the 
following considerations should be 
taken into account: 

(a) AH wage adjutments should con¬ 
form to the broad principles of 
social policy and disparities of 
income should be reduced to the 
utmost extent, and the worker 
must obtain his due share in the 
national income. 

(b) The claims of labour should be 
dealt with liberally in proportion 
to the distance which the wages 
of different categories of workers 
have to cover before attaining 
the living wage standard. 

(c) The process of standardisation 
of wages should be accelerated 
and extended to as large a field 
as possible. 

Essential Features 

The essential features of the labour 
policy enunciated foi the first Plan 
period were retained in the second 
Plan. However, in view of the objective 
of a socialistic pattern of society the 
wage policy was ftirther adjusted. 
Among the important recommenda¬ 
tions of the second Plan were:— 

(a) the introduction of payment by 
results in areas where the prin¬ 
ciple did not apply (subject to 
adequate safeguards for work¬ 
ers, the main guarantees being 
a minimum (fall-back) wage and 
protection againt fatigue and 
undue speed-up); 

(b) the conduct of a wage census 
which should provide sufficient 
facts and a suitable basis for the 
formulation of principles, etc. 
by the wage fixing authorities; 

(c) the institution of enquiries for 
the revision of the existing series 
of cost of living indices so as to 
facilitate consideration of de¬ 
mands of employees regarding 
the merger of a part of the dear¬ 
ness allowance in basic wages; 
and 

(d) the setting"*up of tripartite wage 
boaids foi individual industries 
in different areas as such boards, 
consisting of equal representa¬ 
tives of employers and workers 
and an independent chairman, 
were likely to ensure more ac¬ 
ceptable decisions. 

Two other developments in the evo¬ 
lution of wage policy during the period 
of the second Plan may also deserve 
a specific mention, one of these was 
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that the 15th Labout Conference (July 
1957) | agreed 'that minimum wage 
should be ‘need-based’ and should en¬ 
sure the minimum human needs of the 
industrial worlds, irio&peotive of any . 
other ponsidfifatlon, T<* calculate the 
minimum wage, theconforence accep¬ 
ted the following norms and recom¬ 
mended that they should guide all 
wage fixing authorities, 

(i) .In calculating the minimum wa¬ 
ge, the standard working-class 
family should be taken to con¬ 
sist of thice consumption units 
for one earner; the earnings of 
-women, children and adoles¬ 
cents should be disregarded. 

(ii) Minimum food requirements 
should be calculated on the' 
basis of a net intake of 2,700. 
calories, as recommended by 
Dr Aykroyd, for an average In¬ 
dian adult of moderate activity. 

{iiiyClpthing rcquiiemcnts should be 
’estimated at a per capita con¬ 
sumption of 18 yards per annum 
which would give for the average 
worker’s family of four, a total 
of 72 yards. 


though confined to government 'Em¬ 
ployees had nevertheless an iffffiwfct 
influence on wago settlements in pri¬ 
vate industry. 

A ipartfoufeTly noteworthy feature 
of the dbvelopmeiitsr^dui^ig the period 
of thi second Plail wai$ that the ar¬ 
rangements and machinery devised for 
the settlemeilt pf ^gtgp disputes began 
to undergo a change. Although since 
Independence the gwgrnment had been 
encouraging the conclusion of collec¬ 
tive agreements, adjudication had thus 
far been the main instrument of wage 
fixation. 

The second PtaftVfofcd suggested 
that the suitable machinery for 
settling wage questions would be tri¬ 
partite wage boards consisting of an 
equal number of. representatives of 
workers and employers and an in¬ 
dependent diairman, supported by an 
economist and a consumers' represen¬ 
tative. This instrument of wages fixa¬ 
tion has since emerged as a dominant 
method of wage fixation. The wage 
boards apart from providing, machin¬ 
ery for the determination of wages have 
also served, to an extent, as the me¬ 
chanism for bringing wage policy with¬ 
in the ambit of the wider objectives 
of the government’s social and econo¬ 
mic policy. 


note of the fact that such assessment 
is tfie commission has attempted was 
intended to provide an overall view 
within the limitations of the data 
available, the commission ( observed 
‘•that increases in money ’wages of 
: industrial workers since Independence 
hive hot been associated with a rise in 
real wages nor hgve real wage increases 
been commensurate with improvements 
in productivity. Simultaneously, wage 
costs as a proportion of tjbtal costs 
of manufacture have registered g dec¬ 
line and the same is true abbut wor¬ 
kers’ share in value added by manu¬ 
factures. Wago disputes under these 
conditions have continued to be the 
slDgle most important cause of ail 
industrial disputes.” 

Sustained Increase 

Notwithstanding the conclusion that 
the trend of real wages has not beeo 
• one of sustained increase the wage 
policy as it has evolved since Indepen¬ 
dence has made a noticeable impact 
on the emoluments of labour as well 
as on the patterns of production. 
Part passu with the further growth of 
the economy there remains quite a dis¬ 
tance to bo covered in the matter of 
further narrowing down wago differ¬ 
entials and progress towards a more 
integrated productivity oriented wage 
structure. 


<iv) In respect of housing the norm 
should be the minimum rent 
charged by government in any 
area for houses provided under 
the subsidised industrial housing 
Scheme for low-income groups. 

(v) puel, lighting and other ‘mis¬ 
cellaneous’ items of expenditure 
should constitute 20 per oent 
the total minimum wage. 

Difficulties in Implementation 

While formulating these guidelines 
for fixation of minimum wages for 
industrial workers throughout the coun¬ 
try the existence of difficulties- in im- 
plementijm 4 h#»cecommendatioiis was 
recognised. It wtt, therefore, provided 
that whenever the minimum. wage fixed 
went beloW these tebqmatendations, it 
should be ita&bem onteb i^ 
concerned^ ipsttty the circumstances 
which*; pteveated'-teK^.n from adhering 
to the drift* A teebnd 

develqpfi 
appoints 
on emohj 
vice 
.{the 
jccon 


nfti thni the government 
' jpprintfriiofti inquiry ■ 

ritl ami- • 

>nd Pay Commission). The. 
oMfcwoomnriseio)* 


Shift In Emphasis 

The third Plan while reiterating the 
need for a purposeful pursuit of the 
policies on wages enunciated in the 
second Plan suggested that studies 
should be organised on aspects like 
the redefinition of calorie require¬ 
ments, determination of wage differen¬ 
tials, the manner of linking wages to 
productivity and the norms on the 
basis of which gains in productivity 
should be shared. There was thus as 
from the concluding years of second 
Plan a distinct shift of emphasis in the 
thinking on wago policy towards con¬ 
siderations of productivity. In face of 
the pressures on prices and the need to 
hold down costs, only wage increases 
involving corresponding increases in 
productivity were deemed desirable. 

The report of the National Com¬ 
mission on Labour finalised and sub¬ 
mitted *o the government in the latter 
half of the year 1959 has,. among other 
things, attempted a'broad-based as¬ 
sessment of the wage policy in India 
in: trims of certain selected indicators, 
namely (i) the state Of industrial har- 
Oiony, <ii) the chariawtettN wbricers’ 
teycl of living, (injefilto^^iiacti.- 
vity, (iv) the impact bfwages on prices, 
and (v) the share of wages in the value 
4uteriM»y manufaetwwv 5 *White' -taking 


However, in arriving at definito 
and more broad-based inferences it 
is only legitimate to take into ac¬ 
count the trends and phases experi¬ 
enced in the economy as a whole. In 
the ultimate £ nlysis tbo real wages 
and standard of living of the wage¬ 
earning classes cannot bo insulated 
from the trends and tendencies in the 
whole system. The erosion of real 
incomes due to inflation applies equally 
to wage incomes and other incomes in 
tbo system. 

The purpose of this art iclc j s to merely 
trace the historical evolution of wago 
policy in India. Suffice it to say that 
an' outstanding achievement of this 
policy has been the establishment of a 
machinery for wage determination and 
wage regulation. Thereby if has set 
into motion a process whereby the 
earnings of the workers could bo in¬ 
creasingly brought in accord with the 
social and economic objectives laid 
down. Sufficient data are not available 
to assess the impact of government 
pronouncements on the actual spread 
of wage incentive schemes and the ex¬ 
tension of the system of payment by 
results, yet a broad inference can bo 
drawn that wage incentive schemes as 
effective tools of management and 
productivity linked wage systems have 
been gaining in popularity. 
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Rs 15 Crores Worth Concessions 

OUR PARLIAMENTARY CORRESPONDENT . 


NEW DELHI, Monday. 

With the Lok Sabha today taking 
up for consideration the Finance Bill, 
the debate on this year’s central bud¬ 
get entered its third and the final phase. 
Earlier, it discussed the demands for 
grants of the ministries of External 
Affairs, Health and Family Planning 
and Works and Supply. Those of the 
ministries of Finance, Planning and 
Law and Justice and the Departments 
of Company Affairs, Electronics, Par¬ 
liamentary Affairs, Supply and Science 
and Technology had to be guillotined 
for want of time. 

Moving the Finance Bill lor conside¬ 
ration, the Finance Minister, Mr 
Y.B. Chavan, announced several con¬ 
cessions in his budget proposals. The 
concessions, which are as follows, will 
aggregate to a loss of Rs 15 crores to 
the exchequer. 

Direct Taxes: The relevant provi¬ 
sions in the Finance Bill are proposed 
to be amended so as to place director- 
employees on a par with other em¬ 
ployees for the purpose of their emolu¬ 
ments and perquisites to be deducted 
for computing the taxable income of 
a company or any other tax-payer. 
Jhc limit of deduction up to Rs 3,000 
per annum presently available to the 
tax-payers in respect of income from 
investments in specified categories such 
as government securities, company 
shares, bank deposits, etc., for assess¬ 
ing taxable incomes is proposed to be 
extended to the married couples go¬ 
verned by the system of community of 
property in force in the union territo¬ 
ries of Dadra and Nagar Haveli and 
Goa, Daman and Diu. 

The exemption from Wealth Tax 
Act, currently available for a 
house exclusively used by a tax¬ 
payer for his own residence up to 
a value of Rs one lakh, will also be 
available in respect of a let-out house. 
The problem of granting some tax in¬ 
centives for encouraging industries in 
certain selected sectors or backward 
areas is to be studied in depth. There 
is no intention to change the budget 
proposals in regard to the disconti* 
nuance of development rebate. 

Customs Doties: The proposed 100 
per cent ad valorem import duty on 
staple fibre has been reduced to 30 per 
cent ad valorem in the case of oelful- 
losic staple fibre of cheeper varieties. 
Hie tariff values for dry fruits have 
been lowered and the mode of assess¬ 


ment applicable hitherto to the goods 
of Afghanistan origin has now been 
extended to all dry fruits. 

Excise Duties: The production of 
compounded lubricating oils and 
greases by units which do not use po¬ 
wer will be exempted from duty. The 
duty on special boiling point spirits, 
which was raised to Rs 845 per kilo¬ 
litre in the budget, has been reduced 
to Rs 425 a kilolitre on such spirits as 
are used in the solvent extraction of 
oils and the manufacture of rubber 
products. 

The concession allowed in res¬ 
pect of duty on certain specified motor 
vehicle parts to be used as original 
equipment parts of motor vehicles is to 
be extended to such parts as go into 
the manufacture of assembled compo¬ 
nents like" brake assemblies, etc., or 
automobile engines, provided these 
assembled components or engines arc 
used as original equipment parts in 
the manufature of motor vehicles. The 
concession from duty already available 
to small manufacturers in respect of 
certain specified motor vehicle parts is 
to be extended to the manufacturers of 
electric horns. The oxygen gas used in 
the production of steel and fertilizers 
will be wholly exempted from duty. 

The pre-budget rate of 10 per cent ad 
valorem duty in respect of electrical 
porcelain insulators has been restored. 
Cinematograph projectors used in edu¬ 
cational, family planning, agriculture 
and public health programmes have 
been exempted from the levy. Power- 
tillers will not attract excise duty pro¬ 
posed on tractors. The customs duty, 
however, will be charged on imported 
power-tillers. The rates of duties on 
hand-processed cotton cloth have been 
lowered. Ready-made garments will 
be exempted from duty if the total 
clearances by a manufacturer in a finan¬ 
cial year do not exceed Rs five lakhs. 
Certain modifications in the definition 
of ready-made garments have been made 
to see that the big manufacturers do 
not escape the excise net. Bolts, nuts 
and screws produced by manufacturers 
whose total value of clearances does not 
exceed Rs five lakhs in a financial year 
will not attract any duty. Cigars and 
cheroots ' will be wholly exempted 
ftom duty. 

Foreign Travel: The proposed 20 
per cent tax on foreign travel is being 
reduced to 15 per cent for the standard 
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first class and 10 per cent for the econo¬ 
my or tourist class. The exemption 
from the tax will be applicable to ap¬ 
proved students and scientists going 
abroad only if they travel by the eco¬ 
nomy class. Deck passengers travelling 
by sea for approved pilgrimages like 
the Haj will not be taxed. Free tickets 
given to airlines’ employees as part of 
their service conditions or for inaugu¬ 
ral flights too will not attract the tax if 
these arc for the economy class. The 
tax will come into force on October 
15, 1971. 

The withdrawal of the excise levy 
proposed by him in his budget speech 
in regard to coarse cloth and Maida, 
it may be recalled, was announced by 
Mr Chavan on June 10. 

Acrimonious Debate 

The debate on the budgetary demands 
of the Ministry of External Affairs was 
indeed acrimonious. As could be ex¬ 
pected, the Sino-American detente and 
the Bangla Dcsh holocaust dominated 
it. Members, both from the oppo¬ 
sition and the treasury benches, de¬ 
manded a fresh look on the foreign 
policy, but opinions differed on what 
shape the new policy should take. 

While some members having leftist 
leanings argued in favour by normali¬ 
sation of our relations with China, some 
others, particularly the spokesman of 
the Jana Sangh, Mr A.B. Vajpayee, 
wanted the country to stand on its own 
feet in so far as defence was concerned. 
He was of the view that one angle of 
the Washington-Rawalpindi-Peking 
axis was aimed at our heart and the 
other at Moscow’s. The Sino-Ameri¬ 
can detente, therefore, could cause 
anxiety to us, but it did not mean that 
we should go and sit in Moscow’s lap. 
Vociferous pleas were made for the re¬ 
cognition of Bangla Desh. Some mem¬ 
bers asked for the recognition of the 
German Democratic Republic and 
South Vietnam. The government was 
assailed for its failures on foreign publi¬ 
city, especially in regard to the Bangla 
Desh happenings. Some members re¬ 
iterated their demand for our going 
nuclear in armament. 

Replying to the debate, the Minister 
for External Affairs, Mr Swaran Singh 
referred to General Yahya Khan’s 
threat to attack us if we made any 
attempt to seize any part of Bangla 
Desh and assured the House, amid 
applause, that “if Pakistan uses the vic¬ 
tories of the Mukti Bahini in Bangla 
Desh as an excuse to attack 
us, we are prepared to defend 
ourselves.” He expressed himself 
against General Yahya’s proposal to 
meet Mrs Indira Gandhi to sort out 
the affairs in Bangla Desh and pointed 
out that Bangla Desh was not a problem 
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between India and Pakistan but between 
General Yahya Khan and the people 
ofBanglaDesh. The general, he added, 
had to come to terms with the Awami 
League, 

In regard to the proposed visit of the 
US President, Mr Nixon, to Peking, 
Mr Swaran Singh told the House that 
the government was in touch with all 
countries and “shall see to it that any 
Sino-American detente does not affect 
India or other countries adversely.” 
A rapprochement between China and 
America, he said, was to be welcomed, 
but it could not be viewed with equani¬ 
mity if it meant domination or a tacit 
agreement on it by the two over the 
cast. Every country, the minister further 
stated, had a right to decide its own 
destiny without outside interference; 
this applied to Bangla Desh as well 
as to Vietnam or Palestine. “We 
shall not allow any country or a com¬ 
bination of countries to dominate us 
or to interfere in our internal affairs 
and we shall help other countries to 
maintain their freedom from outside 
domination,” said Mr Swaran Singh. 

Relations with China 

As regards the demand for the nor¬ 
malisation of our relations with China, 
the Minister for External Affairs, ob¬ 
served that the government of India was 
not averse to it, but the efforts had to 
be from both sides and on the basis of 
respect for each other’s territorial integ¬ 
rity and sovereignty and non-interfe¬ 
rence in each other’s internal affairs. 
He denied that we had been rendered 
friendless through the policy of non- 
alignment. But for two neighbours, he 
stressed, we had cordial relations with 
most other countries. 

The Minister for External Ail airs 
had nothing more to add on the ques¬ 
tion of the recognition of Bangla Desh 
or that of the German Democratic Re¬ 
public or South Vietnam. He repeated 
what had already been said in this 
connection on various occasions ear¬ 
lier. 


however, been going up encouragingly. 
The minister wanted top priority for 
family planning, even over food and 
water supply. 

Referring to the drinking water sup¬ 
ply problem, Mr Dixit estimated that 
an investment of about Rs 1,000 crores 
would be needed to ensure adequate 
supplies in the entire country; the fourth 
Plan allocation was of the order of Rs 
401 crores only. 

Replying to the last week’s de¬ 
bate on the budgetary demand of 
the Ministry of Agriculture, the minis¬ 
ter, Mr Fakhruddin Alt Ahmed, ex¬ 
pressed confidence that we would be. 
able to dispense with the concessional 
imports of foodgrains from next year. 
His optimism was based on the good 
harvest during the agricultural year 
ending June last and the encouraging 
pace of procurement; already 8.5 mil¬ 
lion tonnes of cereals, he pointed out, 
had been procured. Mr Ahmed dis¬ 
closed that the government planned 
to build up a chain of silos in the main 
markets of Punjab, Haryana and Uttar 
Pradesh under an agreement with the 
World Bank so that the difficulties of 
storage could be obviated during the 
post-harvest months. The Food Cor¬ 
poration of India, he further stated, 
would in course of time have a net¬ 
work of silos in the entire country. 

With the foodgrains supply position 
having improved, the minister stressed 
the" need to increase expeditiously the 
production of commercial crops, parti¬ 
cularly cotton, jute and oilseeds. He 
revealed that a comprehensive plan had 
been approved by the government in¬ 
creasing cotton yield by 500,000 bales 
per annum; the plan would cost Rs 
15 crores. 

Mr Ahmed expressed the govern¬ 
ment’s intention to bring about uni¬ 
formity in the land ceiling laws in 
different states. 

The Rajya Sabha reassembled this 


week and had discussions on three im¬ 
portant subjects: (i) the large influx 
of refugees from Bangla Desh; (ji) the 
working of the Ministry of Petroleum 
and Chemicals; and (iii) the proclama¬ 
tion of President’s rule in West Bengal. 

During the discussion on the first 
subject, the Minister for External 
Affairs shared the members’ anger 
over the continuing US arms supplies 
to Pakistan and stressed that it amoun¬ 
ted to arming Pakistan “against us”. 
He feared that it might affect our rela¬ 
tions with the United Stales. The minis¬ 
ter also stated that the US arms supp¬ 
lies to Pakistan did have a significant 
bearing on the situation in Bangla 
Desh. 

During the discussion on the working 
of the Ministry of Petroleum and 
Chemicals, the Minister, Mr P.C, 
Sethi, emphasised the need for stepping 
up the search for oil within the country. 
He revealed that the nationalisation 
of the foreign oil companies operating - 
in the country was not ruled out, but 
stressed that the various implications 
of the matter had to be thoroughly 
gone into. The minister tymed down 
the suggestion that the field of oil ex¬ 
ploration in the country should be 
opened up to all as had been 'done in 
Australia in order to achieve maximum 
production in the shortest possible 
time. The Oil and Natural Gas Com¬ 
mission, he felt, had done a commen¬ 
dable job though for its future activi¬ 
ties, it suffered from some constraints 
in the form of lack of equipment. 

The discussion on the proclamation 
of President’s rule in West Bengal was 
marked for the assertion of the Minis¬ 
ter of State for Home Affairs, Mr K.C. 
Pant, that the government was deter¬ 
mined to end the politics of murder and 
violence in that state. 

The Lok Sabha passed this week the 
budgets of Mysore, Gujarat and West 
Bengal — the three states are under 
President’s rule at present. 


The demands for grants of the minis¬ 
tries of Health and Family Planning 
and Works and Housing were discuss¬ 
ed just briefly. During the debate on 
the demands of the Ministry of Health 
and Family Planning, the minister, 
Mr Uma Shankar Dixit, disclosed 
that the union government had decided 
to make the dispersal of grants to states 
in respect of vital projects of health and 
family planning conditional on the re¬ 
spective states utilising the funds for the 
specific purposes they were intended. 
The centre, Mr Dixit further indicated, 
would sponsor more health and family 
schemes in the country. He candidly 
admitted that in the sphere of family 
planning, the sterilization programme 
had reached “a stable level’' with no 
evidence of an increase in numbers. 
The use of Nirodh, he pointed out, had. 
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It is now becoming increasingly patent that 
whatever the final balance of the inflationary 
and deflationary forces at work, immediate 
economic health demands that a halt is called 
to this persistence of war-time inflation. We 
seem to have reached a desperate deadend on 
t he production front. Despite all the talk about 
reconstruction plans, reconversion and indus¬ 
trialization, nothing has yet been done nor is 
likely to be done. This do nothing attitude of 
the Government and the uncertainty about the 
formation of a popular government at the 
centre are the strongest inflationary factors in. 
the si tint ion. The strike fever which has 
afflicted every industry and occupation, and 
the widespread demands for higher and higher 


wages have also had serious inflationary effects 
in two ways (1) by bringing about a decline in 
production and (2) by pushing up costs. . The 
monetary and price indices have not yet ceased 
from their upward trend. From all evidence, 
immediate control of inflation should be the 
preoocupation of government policy in the next 
several months, and concrete steps to this end 
will have to be enforced with energy, and deter¬ 
mination. The fact remains that the basic 
deflationary factors in our economy will prove 
to be stronger than the inflationary factors in 
the none too distant future but that makes ho 
difference whatever to the immediate urgency 
of stopping this uahealt by monetary; price and 
stock exchange boom. 
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WINDOW ON THE WORL D 

China, the USSR and the USA 

JOSSLEYN HENNESSY 


LONDON. 

I 

THE EMERGING TRIANGLE 

Various events highlighted relations 
between China and the west early in 
April. Table-tennis teams from Britain 
and the USA, as well as certain develop¬ 
ing countries, visited China and recei¬ 
ved a friendly and much-publicised re¬ 
ception. This was the first time that 
an American group had been invited 
since the Chinese communists came to 
power. After 22 years of suspension 
the phone link between Britain and 
China was restored. And President 
Nixon announced measures to relax 
travel and trade restrictions between 
the USA and China. 

Far from restoring relations between 
China and the western powers to nor 
mal, such events show rather how ab¬ 
normal relations have been and conti¬ 
nue to be. Nevertheless they do suggest 
that China’s rulers are anxious to 
emerge from the isolation which they 
imposed upon themselves during 
the Cultural Revolution (1966-69). 

Major Development 

If this is a correct interpretation, 
and if the present slight thaw is part of 
a long-term Chinese strategy to estab¬ 
lish a rapport with the west, the USA 
in particular, then clearly a develop¬ 
ment of major significance to world 
affairs as a whole has emerged. Such 
a development would be bound to have 
some influence (a) on Soviet-Ameri- 
can relations, and (b) on Sino-Soviet 
relations, though one can only specu¬ 
late on just what impact a Cbinese- 
American dialogue might have on the 
other two sides of the triangle. 

I have never supposed that Eucli¬ 
dean geometry can take one far to¬ 
wards understanding world affairs, 
and there are many obvious quali¬ 
fications to be made to any descrip¬ 
tion of the present and future pattern 
of world affairs in terms of a triangle 
power structure involvingWashing- 
ton, Peking and Moscow. Though all 
three exert influence beyond their own 
borders, they do so in greatly varying 
degrees. 

Despite her efforts to acquire in¬ 
fluence in the rest of Asia and in Afri¬ 
ca, China’s world-wide impact remains 
much les9 than that of the other two. 
The means of influence of all three also 
vary. The USSR, for example, relies 


on military strength to maintain its 
dominion in eastern Europe to an ex¬ 
tent which is not true of either the USA 
or China in their external relations. 
Yet perhaps the most important asym¬ 
metry is the nuclear potential of the 
super powers. For some time both the 
USA and the USSR have been in 
nuclear parity with each other, but 
both are superior to China; though in 
the long-term the development of 


This article was written and airmailed to us 
before the news that Present Nixon had 
accepted an invitation to visit Peking was 
known. The insight.* of this article into current 
Slno-American relations suggest the closeness 
with which Josslcyn Hcnnessy follows Interna¬ 
tional affairs— Editor 


China’s nuclear potential may threaten 
this ability, there is no doubt that, at 
the moment, both Moscow and Wash¬ 
ington, were they so inclined, could 
destroy the main cities of China with¬ 
out fear of retaliation in kind. 

Another general qualification to the 
triangular concept is that in certain 
parts of the world and on certain issues 
the influence of smaller states remains 
powerful. There is also the possibility 
that in the course of the 1970s further 
powerful entities (Japan, and a unify¬ 
ing western Europe?) will emerge as 
forces with which super-powers will 
have to reckon. But at the moment, 
there can be little doubt, those with 
real influence on international develop¬ 
ments—and this is what super-power 
status really amounts to — are the 
United States, the Soviet Union and, 
increasingly, China. 

II 

SINO-AMERICAN RELATIONS 

Chinese and American attitudes to¬ 
wards each other, as they have evolved 
recently, reveal a contrast. Whereas 
since 1969 American policy has taken 
some concrete steps to try to improve 
relations with Peking, China has so far 
reciprocated in gestures rather than 
deeds. 

A further difference is that whereas 
the Chinese outlook on the USA conti¬ 
nues to be hidebound by ideology, the 
official American view of China is to¬ 
day largely devoid of ideological fog. 
Indeed, it is one of President Nixon’s 
achievements that he has been able to 
cool down the China issue in American 
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domestic politics to the extent that, 
if there is any public pressure on Ameri- 
can policy-makers about Chinese rela¬ 
tions today, it appears to come from 
those who wish for a more rapid rap¬ 
prochement with Peking than from 
the traditional anti-China lobby. 

That American policy-makers recog¬ 
nise the need to have a dialogue with 
China is apparent from the Foreign 
Policy Report which President Nixon 
submitted to Congress in February. 
This document describes it as a truism 
that “an international order cannot be 
secure if one of the major powers re¬ 
mains largely outside it or hostile to¬ 
wards it”, and adds that in the decade 
ahead “there will be no more important 
challenge than that of drawing the 
People’s Republic of China into a const¬ 
ructive relationship with the world 
community and particularly with the 
rest of Asia”. 

In the hope of helping this process 
forward, the US government has taken 
various measures over the past two 
years to relax trade and travel restric¬ 
tions between the US and China. In 
1969, for example , there was a partial 
lifting of the trade embargo to allow 
American subsidiaries in foreign count¬ 
ries to trade with China. After the visit 
of the table-tennis players, President 
Nixon announced five further friendly 
initiatives, the principal being to facili¬ 
tate the granting of visas to visitors 
from China and the relaxation of cur¬ 
rency control to allow the use of US 
dollars by China. In addition. Presi¬ 
dent Nixon has ordered a review of 
non-strategic items which could be 
licensed for export to communist 
China. This could in due course place 
American trade with China on the same 
footing as its trade with the Soviet 
Union. 

Nixon’s Announcement 

Having made these announcements. 
President Nixon made it clear that in 
the American view it was now up to 
China to respond with some visible 
steps of its own. “Now it is up to 
them”, he told a press conference. 

One obvious response that the 
Chinese could make, indeed an essen¬ 
tial one if rapprochement is to occur, 
is to resume diplomatic contacts bet¬ 
ween the two countries. Last year in 
reaction to the American and South 
Vietnamese incursion in Cambodia, 
the Chinese broke off the intermittent 
talks between the Chinese and Ameri¬ 
can ambassadors in Warsaw. There 
is as yet no reliable indication that 
they are prepared to restore this link 
or establish diplomatic contact through 
any other channel. 

The most immediate concrete obs¬ 
tacle in the way of better US-Chinese 
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relations is the issue of China’s ad¬ 
mission to the United Nations. Last 
year for the first time there was a 
majority of votes in the General Assem¬ 
bly in favour of China’s membership, 
but since the Assembly had earlier 
decided to regard this question as 
falling within the category of “im¬ 
portant” questions requiring a two- 
thirds majority vote, this did not se¬ 
cure Peking’s admission to the UNO. 
The signs of increasing support for 
China’s membership were, however, 
there for all to see, and the prospect 
that US opposition might no longer 
be sufficient to keep China out was 
doubtless one of the reasons which led 
the US Administration to initiate a 
review of its policy — a review which 
is still in progress. 

Two Chinas or One 

In the meantime, the Administration 
is standing firm on the position put 
forward in the United Nations last 
year that any change in the represen¬ 
tation of China should not involve the 
expulsion of Taiwan from the UNO. 
However, whichever of the two obvi¬ 
ous alternatives — the “Two Chinas” 
policy or “One China, One Taiwan” 
— the USA adopts as a solution to 
the long-standing argument, a change 
would have to occur in China’s hither¬ 
to adamant refusal to consider member¬ 
ship of the United Nations as long as 
Taiwan in a member. So far, the Chi¬ 
nese have been deaf to suggestions from 
some of the states friendly to Peking 
that China might modify its policy on 
this point. 

President Nixon clearly believes in 
the need for caution in any further 
development of the US-China relations. 
Quite apart from the necessity not to 
do anything at the expense of treaty 
commitments with American allies in 
the area — and here it is worth re¬ 
membering that the USA has a com¬ 
mitment to the defence not only of 
Taiwan (to which China lays claim) 
but also of South Vietnam whose 
attackers are furnished in part by Pek¬ 
ing — too much haste in seeking rap¬ 
prochement could lead China’s leaders 
to unwarranted conclusions about the 
conduct of American policy. 

If unilateral measures were taken 
without countervailing concessions, the 
Chinese might be led to believe that 
intransigence with the United States 
pays olY. On this point Professor Gelba, 
an academic commentator of repute, 
wrote in the October 1970 International 
Affairs : “ft is doubtful whether the 
United States would be wise to give 
the impression that she is notably more 
anxious for agreement than is China.. . 

If it is true that the present world sys¬ 
tem requires China’s accession to it, 
and that the solution of major problems 


of stability of arms control requires 
her consent, it is even more true that 
for China to achieve the security or 
the place in the world which she de¬ 
sires, she requires the consent of 
others”. 

A further consideration that must 
weigh with American policy-makers is 
the effect that changes in US-Chinese 
relations could have on American re¬ 
lations with the USSR. President Nixon 
has been at pains to make clear that 
the USA has no desire to gang up with 
China against the Soviet Union, and 
that it sees no advantage to itself in 
Sino-Soviet tension. That a certain 
neuroticism appears at times to have 
crept into the Kremlin’s attitude to¬ 
wards Peking is another reason for 
caution by the United States. There are 
many who believe that any real 
improvement in relations between the 
US and China, even if possible, would 
prompt an over-reaction by the Soviet 
Union (either towards mending its 
fences with China or into an isolation 
of its own), which would endanger re¬ 
lations between the Soviet Union and 
the USA. At the same time there is no 
reason to suppose that it is any less in 
the interest of the USSR to keep So- 
viet-American relations in reasonable 
working order than it is in America’s 
interest. What can hardly be in doubt 
is that a state of total non-communi¬ 
cation between two of the super-powers 
presents a bonus to that power which 
is in touch with both of them. 

However pragmatic a view the USA 
may now take of its relations with 
China, one must not forget that China 
remains a state with a global mission 
to combat what it calls ‘imperialism”. 
Though at times during the 1960s So¬ 
viet revisionism appeared to occupy 
an equal if not a prior place in China’s 
demonology, the basic Chinese belief 
remains that between the capitalist 
world and communist states the possi¬ 
bility of understanding does not exist 
and that the only hope for world peace 
is to arouse the masses of all count¬ 
ries to struggle against American-led 
“imperialist” forces. So long as these 
bees buzz in the bonnets of China’s 
leaders any real lessening of hostility 
is out of the question, and the most that 
can be hoped for in US-Chinese rela¬ 
tions, even in the tong term, is limited 
bargaining on particular issues. 

Ill 

SOV1ET-AMERICAN RELATIONS 

Limited bargaining on particular 
issues is really what Soviet-American 
relations have been about since the. 
cold war became lukewarm. The era 
of sterile confrontation characteristic 


of the 1950s is over, but has not yet 
been succeeded by an era of produc¬ 
tive negotiations on such headaches 
as the middle east, Berlin and Viet¬ 
nam. The various talks in which the 
two foremost nuclear powers are 
involved, together with Britain and 
France in some cases, have not yet 
resulted in any agreement on any real¬ 
ly important problem. 

What, more than anything, 
has transformed relations between 
America and Russia is jheir rejection 
of nuclear war as an instrument of 
policy. The fear that the two would 
destroy each other in any nuclear ex¬ 
change has made them anxious to 
avoid any situation which could lead 
to direct military confrontation. 

The Balance of Terror 

At the same time it has provided 
them with a common interest in en-< 
suring that the relentless advance of 
weapons technology, and the need of 
each partner to maintain the credibility 
of its deterrent, does not jeopardise 
the “balance of terror”, as £ould occur 
if the retaliating capacity of either nuc¬ 
lear power were substantially diminish¬ 
ed. 

Yet the Strategic Arms Limitation 
Talks, which are the embodiment of 
this common interest, show the same 
tiresome feature which characterises 
US-Soviet relations at the moment— 
willingness to talk and inability to 
agree. SALT has so far gone through 
three full rounds and is entering its 
fourth. Because of the secrecy which 
shrouds SALT, it is hardly possible 
to give an account of the issues that at 
present divide the USA and the USSR. 
It seems, however, that in July last 
year the USA offered to the Soviet 
Union a package of proposals in¬ 
cluding an overall ceiling on the num¬ 
ber of inter-continental ballistic missiles 
and sea-launching missiles, and a 
limitation on the deployment of 
anti-ballistic missiles to small systems 
around Moscow and Washington. 
According to some reports, the 
USSR replied last autumn * with 
suggestions of its own less specific 
than the American proposals and rest¬ 
ricted to controlling ABM deployment. 
The Americans hiving ‘ passed the 
buck” the Soviets “passed the SALT.” 

One difference which has emerged 
concerns the deployment around the 
USSR of American bombers capable 
of delivering nuclear weapons as well 
as the medium-range tactical missiles 
stationed in Europe. The Soviet ap¬ 
proach is to include these in SALT, 
though they do not welcome the in¬ 
clusion of their own medium or inter¬ 
mediate-range missiles aimed at tar¬ 
gets in western Burope. Despite the 
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continuing failure to agree on this and 
other issues arising out of SALT, both 
official US and USSR pronouncements 
stress the reasons, which to any ob¬ 
jective outside observer must appear 
overwhelming indeed, for pursuing the 
dialogue in arms control. 

One of the outstanding and poten¬ 
tially dangerous, assymetrics in super¬ 
power relations is thut whilst the Ameri¬ 
can government is anxious to lower its 
commitments in world affairs, the 
USSR seems ready to increase its 
own. In recent years it has extended 
its influence in areas vital to western 
interests such as the Mediterranean. 

The Indian Ocean 

Soviet attention is now turning to 
the Indian Ocean. That this is happen¬ 
ing when the United States is trying to 
limit its commitment and encourage 
greater self-help by its allies in Africa 
Asia and Europe, carries the obvious 
danger that at some point a misread¬ 
ing of American intentions by the So¬ 
viet Union will result in the sort of 
direct confrontation which both are so 
anxious to, avoid. 

In a speech in New York a year ago, 
Mr Elliott Richardson, who was then 
Under-secretary of State urged that 
the United States and the Soviet Union 
should co-operate in establishing not 
zones of Influence but spheres of 
restraint in which “both major po¬ 
wers would recognise that their long¬ 
term interests arp furnished by attempts 
to gain short-term— and often fleet¬ 
ing — advantages". However for a 
power which rightly or wrongly believes 
that it can still extend its influence with¬ 
out becoming over-extended “spheres 
of restraint" is a concept of only mar¬ 
ginal interest. 

IV 

THE U.S.S.R. AND CHINA 

Undoubtedly tension between the 
two communist powers has relaxed 
since the clashes on the Ussuri river in 
1969. The border dispute was trans¬ 
ferred to the conference table when 
high-level talks began in October of 
that year. They have continued at 
intervals ever since, so far without re¬ 
sult. A thaw in relations in the second 
part of last year led to a resumption of 
diplomatic relations, broken off in 
1966 and to the signing of a trade agree¬ 
ment. None of these developments have 
prevented Peking and Moscow from 
continuing propaganda tirades against 
each other. Peking publicly interpreted 
the unrest in Poland at the end of last 
year as a popular movement against 
revisionist leadefs and the Kremlin 
Upbraided China for interfering in 


the affairs of another state. 

Many would say that it is along this 
side of the triangle that the most deep- 
seated antagonism between the three 
largest states in the world lies — and 
this for reasons of geography above all. 
Whilst the USA is detached from the 
other powers on a continent of its own, 
the Chinese and the Russians are 
neighbours occupying the same land- 
mass and sharing a frontier of 4,500 
miles — the longest political border in 
the world. And on the Chinese side 
of the frontier, there is a population 
which is currently expanding at an esti¬ 
mated rate of 20 million people per 
year. 

Whatever the importance of this 


geographical factor, future relations 
will depend in the first instance on the 
way the ideological debate develops 
within China when Mao Tse-tung 
ceases to be leader. Will his successors 
continue to try to outdo the Soviet 
Union as a revolutionary power in a 
bid for influence in the 4 third world", 
or will they emphasise peaceful co¬ 
existence as part of a strategy to be¬ 
come with the US and the USSR one 
of the arbiters of world peace? 

While you are thinking out the ans¬ 
wers, you may be cheered to find that 
we end where we began — a table ten¬ 
nis team from China is to visit*Britain 
later this year or early next, providing 
nobody drops a bomb or otherwise puts 
his loot in it in the interval. 


Dollar Against Franc 

E B" BROOK 


VIENNA. 

The flow of speculative dollar funds 
into west European money markets 
remains, despite the debates over 
Britain's possible entry to the Com¬ 
mon Market, governments’ principal 
preoccupation as the warm holiday 
months of July and August still for a 
short time most of their public voices. 

The latest currency threatened by 
this dollar flow is the French franc. 
International corporations and other 
holders of large funds in Eurodollars 
have been shifting them recently to 
Paris on speculation that the franc’s 
value would be raised or that France 
would float its currency higher as did 
the West Germans and the Dutch on 
May 9. In either event the speculators 
would make an easy and sizable profit, 
after which they would take their 
funds out of France which had paid 
them well for lodging their money and 
then seek profits elsewhere. 

Secret Pact? 

The speculation has been encouraged 
by rumours that once the West Ger¬ 
mans returned the mark to a fixed parity 
France would effect a small revaluation, 
the rumour adding — in the way of 
those who like to think they know what 
is really going on — that this arrange¬ 
ment was part of a secret pact reached 
by Pompidou and Brandt themselves 
on their pleasure jaunt down the Rhine. 

So far, these well-informed rumours 
have been chillingly dispelled by the 
equally cold French Minister of Fi¬ 
nance, M. Giscard d’Estaing, who re¬ 
ferred to them as “fantasy” and who 
went on to reaffirm France’s firm com¬ 


mitment to the 1948 Bretton Woods 
system and to France’s fixed oppo¬ 
sition to any greater flexibility in cur¬ 
rency values. The French hold that 
most of the more important current 
difficulties in international finance arise 
from the US method of financing its 
balance of payment deficit. It is, in 
the French view, inflationary to impose 
on other countries the obligation of 
holding large deposits of American 
dollars in their reserves. The French 
give the highest priority to persuading 
the Common Market (properly, the Eu¬ 
ropean Economic Community) to re¬ 
turn finally to the system of fixed pari¬ 
ties. 

French Not Intimidated 

Despite this proclaimed French pur¬ 
pose, speculation and the flow of dollars 
into France has been whetted in the last 
few weeks by continuing international 
monetary discussions about wider ex¬ 
change rate flexibility. French insistence 
on holding to current exchange values 
has not deterred the speculators. 
But the French remain also unintimi¬ 
dated by the receipt of 300 million dol¬ 
lars in one week and a total inflow in 
recent weeks of nearly S7G0 million. So 
far, Paris has bought only some 30 
million of these dollars and has sharp¬ 
ly lowered the exchange value of the 
dollar on its exchange. If necessary, 
the French say, they will use exchange 
controls to defend the fixed parity of 
the franc. 

But if this flow of dollars into France 
continues at the same level as in recent 
weeks and eventually reaches the pro¬ 
portions it did in West Germany in 
April and early May the French would 
have to be uncommonly tough if they 
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did not feel compelled to revalue or to 
suspend convertibility of the franc. 
France might also resume its policy of 
couverting surplus dollars into US gold, 
as it did in de Gaulle’s time. Such an 
action would probably foment a new 
monetary crisis but large purchases of 
US gold would put the United States 
under pressure to devalue the dollar and 
there is no doubt that, to the French, a 
dollar devaluation is distinctly desirable. 

The dollar inflow to Europe and the 
unrestricted activity of the Eurodollar 
market continues to worry many others 
than the French. The last monthly 
meeting of the central bankers in Basic 
had a rare visit form M. Schweitzer, 
head of the International Monetary 
Fund, and Mr van Lennep, Secretary 
General of the OECD. Their consulta¬ 
tions with the bankers suggested that 
international monetary authorities are 
anxious to instil a sense of urgency into 
all parties concerned. Despite the holi¬ 
day season there is real need for some 
initiative without waiting another two 
months for the IMF to meet and possi¬ 
bly come to an acceptable conclusion 
on the subject. 

The Impasse 

West Europe is at an impasse over 
dollar flows and its national monetary 
exchange values. Federal Germany re¬ 
fuses to return to a fixed exchange 
parity until there is agreement to widen 
the exchange margins substantially. 
France, on the contrary, refuses to 
consider wider exchange rate margins 
or, if it will accept them at all, not until 
West Germany has re-established a fixed 
parity for the mark. It is unlikely that 
the Common Market will be able to 
arrive at a common position on this 
subject before the meeting of the Inter¬ 
national Monetary Fund in September 
--if then. 

Across the Atlantic, the USA holds 
that it cannot take atTy initiative since 
it anticipates that the Common Mar¬ 
ket, which accuses the USA of creating 
crises in currencies, would rebuff 
any suggestions from Washington. 
London, basking in the prosperity of 
providing a bflsc for Eurodollar opera¬ 
tions within Europe, also stands aside 
on the excuse that it cannot take an 
initiative until it knows whether or not 
it is entering the Common Market. 
British banking and commercial opi¬ 


nion is known, however, to favour a 
formal change in the international 
finance system providing for greater ex¬ 
change rate flexibility. In that sense 
it is unfortunate that the IMF’s annual 
meeting will be held before the British 
Parliament votes on Common Mar¬ 
ket membership. 

Prospects at this moment are that an 
agreed solution among the Common 
Market’s members, Britain and the 
USA will not be found possible for 
some time. In any case, the Interna¬ 
tional Montary Fund’s articles have al¬ 


ready been defied without difficulty or 
penalty by federal Germany, Holland 
and Canada in allowing their exchange 
rates to float as they were by France 
two years ago when Paris devalued 
the franc. The influence of the IMF 
has visibly weakened during the last 
three years. This tendency needs 
careful watching by all its* members 
lest the undoubted value of the IMF 
in curbing ambitious schemes and 
setting [some rules to the game 
of international finance is slowly 
eroded. 


TENDER NOTICE 

TATA ENGINEERING & LOCOMOTIVE CO. LTD. 

JAMSHEDPUR-4 

Scaled tenders are invited for the purchase and removal 
of the following machines/equipments in “as Is where is” 
condition : 

l. Hydraulic presses of various capacities. 

2 Incandescent box-type oil fired furnaces. 

?. Forging, shaping, screwing, slotting, vertical boring and 
pipe cutting machines. 

4. Drilling machines of various types. 

5. Crank pin grinding and quartering machine. 

6. Electric furnace. 

7. Electric resistance rivet heaters. 

8. Hydraulic gap rivetters of various capacities. 

9. Roll grinding machine. 

10. Capstan lathes. 

11. Dynamic balancing machine. 

12. Cold blast cupola shells. 

Full particulars can be had from the under mentioned or 
from our branch office, 30 Chittaranjan Avenue, Calcutta-12. 

The machines, if desired, may be inspected at our works 
on working days. 

Dae date for receipt of tender 12-8-1971. 

STORES CONTROLLER 





When Yahya Khan held out a threat 
of war against our country and dec¬ 
lared that Pakistan would not be alone 
in the event of its launching an attack 
on us, he evidently intended that every 
one should make his own guess. I 
wonder, however, whether he seriously 
believed that many people would be 
persuaded to imagine that the US or 
even China would ally itself with him 
if he were to resort to hostilities against 
our country. At the most — or, more 
appropriately, at the worst — Iran and 
Turkey may be unfriendly enough to¬ 
wards ns to help him with some mili¬ 
tary hardware in the event of his attack¬ 
ing this country. Beyond this, it is most 
unlikely that Pakistan will find co¬ 
conspirators or collaborators in any 
evil design that it may have on India. 

This being so, our government could 
easily have ignored Yahya Khan’s his¬ 
trionics of blackmail. But then Mr 
Swaran Singh has to justify his exis¬ 
tence. Our Minister for External Affairs 
consequently has promptly come for¬ 
ward to match Yahya Khan’s bluff 
with some of his own. If there is a war 
between India and Pakistan, India too 
will not be without allies, says Mr 
Swaran Singh. If the implication is that 
the Soviet Union is just waiting on the 
wings to rush to our rescue in the event 
of an Indo-Pakistan war, nothing could 
be more absurd. Right now the great 
powers have too much on their minds 
to be involving themselves in any Indo- 
Pakistan military confrontation. In 
any case, it is shocking indeed that Mr 
Swaran Singh should share Yahya 
Khan’s enthusiasm for converting v this 
sub-continent into a battleground for 
the big powers. It is too late in the day 
for our Minister for External Affairs 
to create for himself the militaiy image 
of another Maharaja Ranjit Singh. A 
warlike Swaran Singh will surely be the 
ultimate absurdity even in the present 
central cabinet of many clowns. 

* * 


The announcement that our govern¬ 
ment has invited Tunku Abdul Rahman 


to visit our country in the near future is 
more than a bit of good news. As 
Secretary-General of the Islamic Secre¬ 
tariat, this ex-Prime Minister of Malay¬ 
sia, who is one of the most respected 
elder statesmen of Asia, has been to 


East Bengal to see for himself the tra 
gedy that is being enacted there 
HU mission evidently is t< 


bring unity, if possible, or in any 
event restore peace in an Islamic 
country where there has been so much 
slaughter of the innocents. The Tun- 
ku’s record as an architect of an essen¬ 
tially secular modem democratic state 
in Malaysia has won worldwide recog¬ 
nition. Equally well-known is his 
friendship and good neighbourlincss for 
India in his personal capacity as well 
as during his long tenure of office when 
he was the head of the government in 
Malaysia. The government of India 
therefore has every reason to hope that 
the Tunku’s discussions in New Delhi 
after his talks in Islamabad and his 
tour of East Bengal will make const¬ 
ructive contribution to the process of 
restoring normalcy in strife-torn East 
Bengal and in our tense and troubled 
relations with our unfriendly neighbour 
to the north-west. 

It is quite obvious that the Tunku 
himself will be in no hurry to cast him¬ 
self in the role of a mediator. But it 
will be shortsighted indeed on New 
Delhi’s part if it lets go the opportu¬ 
nity of his visit to create conditions for 
an Indo-Pakistan dialogue. This jour¬ 
nal has made no secret of its view that 
New Delhi has not been wise in reject¬ 
ing out of hand proposals for a meeting 
between Yahya Khan and our Prime 
Minister. It is surely frivolous to 
suggest that there could be no talk bet¬ 
ween New Delhi and Islamabad until 
and unless the Pakistan army’s reign 
of terror is wound up in East Bengal. 
It must be clear to the meanest intelli¬ 
gence that the very moment a move gets 
started for bringing Yahya Khan and 
Mrs Gandhi to the conference table, the 
Pakistan army in East Bengal will 
necessarily have to de-escalate its cam¬ 
paign of violence against the people of 
that region. 

It follows that it is quite open to 
Mrs Gandhi to secure relief temporarily 
or otherwise for the battered people of 
East Bengal by agreeing to bilateral 
talks with Islamabad. These talks na¬ 
turally cannot concern themselves with 
the nature of a political settlement in 
East Bengal, which must necessarily be 
the right and responsibility of the autho¬ 
rised representatives of the people 
of that region, but a dialogue between 
Islamabad and New Delhi could cer¬ 
tainly help to step down the virulence 
of the military terror in East Bengal 
and, what is more important for our 


country, initiate an Indo-Pakistan 
dialogue on the refugee problem. Un¬ 
less it has now become the accepted 
policy of the government of India to aid 
and abet the MuktiBahini in its military 
activities, it is difficult to see bow New 
Delhi can reasonably decline to talk to 
Islamabad on the future of the refugees 
especially when our government* is not 
willing to allow direct and active UN 
intervention in the refugee situation 
which is now spread across the Indo- 
Pakistan border in eastern India. 


The Chairman of the L1C has lately 
revealed himself to be an excellent 
trouble-shooter in the corporate sector. 
It is evident that Mr T.A. Pai’s back¬ 
ground, experience and skill as a dyna¬ 
mic and successful banker in his previ¬ 
ous avatar had stood him in good stead 
when he helpfully intervened in the ex¬ 
citing, if not explosive situations in the 
affairs of two of our important public 
limited companies, namely Synthetics & 
Chemicals and National Rayon. Mr 
Pai and his colleagues under his leader- 
ship in the LIC have greatly enhanced 
the reputation of the institution by 
displaying both firmness and a sen.se of 
fairplay in arranging for a truce, and 
possibly even peace, in the managing 
councils of the concerned companies. 
The shareholding public may now feel 
confident that its legitimate interests will 
be safe in the hands of the LIC when¬ 
ever that institution finds itself called 
upon to assert itself in guiding the con¬ 
duct of corporate managements. 

I have, however, no wish to be unduly 
soft to Mr T.A. Pai or indeed any other 
person or personality in Ihe public life 
of our country. I therefore hasten to 
bring to his notice a letter to the editor 
from the indefatigable and ever-vigilant 
Mr M.R. Pai, which is published 
elsewhere in this issue. Mr Pai argues 
that the claims made on behalf of de¬ 
posit-linked life insurance scheme are 
not justified. Some of the nationalised 
banks have lately been advertising in 
the press that the scheme offers deposi¬ 
tors the additional benefit of life in¬ 
surance protection at no extra cost. 
Mr M.R. Pai has challenged this state¬ 
ment and Mr T.A. Pai, I am sure, must 
be properly keen in putting the record 
straight. When a Pai meets a Pai it 
must be the Canarcse version of Greek 
meeting Greek. 

VB. 
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Trade Winds 


CANADIAN LOAN 

A development loan agreement for 
about Rs seven crores ($ 10 million) 
was signed recently between India and 
Canada. This loan will facilitate, under 
a line of credit arrangement, supply 
from Canada of machinery, equip¬ 
ment and services. It is expected that 
the greater part of the loan will be 
utilised for the supply of highly sophis¬ 
ticated electronic and mechanical equip¬ 
ment required for India's airport ex¬ 
pansion programme. The loan is free 
of interest and service charges and is 
repa>able over 50 years, including a 
10-ycar grace period. These lending 
term*? are the softest available to India 
from any source. 

This is the third development loan 
Canada has extended to India during 
the current year. The other two, am¬ 
ounting to Rs 30 crores, were agreed 
to in April, one for import of industrial 
commodities and fertilisers worth Rs 
28 crores ($ 40 million), and the 
other for two crore rupees (S3 mil¬ 
lion) line of credit for use by the Oil 
and Natural Gas Commission. 

KANDLA FREE TRADE ZONE 

The second meeting of the Kandla 
Free Trade Zone Committee was held 
in Kandla on July 31; Mr Mohammed 
Yunus, Additional Secretary in the 
Ministry of Foreign Trade, presided. 
The committee which includes repre¬ 
sentatives of various central ministries 
and departments, the chairman of 
the Kandla Port Trust and the indus¬ 
tries’ Commissioner of the government 
of Gujarat, has been set up with a view 
to taking quick decisions on various 
matters relating to the Kandla Free 
Trade Zone. Among other things, 
the committee considered applications 
for setting up industries in the zone and 
took decisions on the requirements of 
the entrepreneurs in the zone for capital 
goods or imported raw materials. . 

PROGRESS IN SHIPPING 

This country has made significant 
progress in the field of shipping during 
the year 1970-71 which will help achieve 
the fourth Plan target of four million 
CRT. There has been a net addition 
of 119,172 GRT during the year raising 
it from 2.315,979 to 2,435,151 GRT. 
Out of over one million tons which has 
been ordered now, 0.605 million tons 
was booked in 1970-71 alone. This 


marks the highest tonnage ordered in 
any single year. Consequently the 
highest amount of loan Rs 138.14 
crores has also been sanctioned in the 
year under review. This represents 
50 per cent of the total loan sanctioned 
in the past eleven years. The vessels 
ordered in the year are in UK, West 
Germany, Belgium, Japan and Yugo¬ 
slavia with the assistance from the 
UK and suppliers’ credit from West 
Germany and Belgium. According to 
the annua! report of the Ministry of 
Transport and Shipping, indigenous 
shipbuilding capacity at the Hindustan 
Shipyard at Visakhapatnam has now 
been improved and the work at Cochin 
Shipyard is gathering momentum. 

FOREIGN TRADE 

The sixth Diploma Programme in 
International Trade of Indian Institute 
of Foreign Trade (IIFT) was inaugu¬ 
rated recently by Mr H. P. Nanda, 
President, Escorts Ltd. Covering 8J 
months of course-work followed by 
H months of m-company training, 
this full-time course concludes in May 
1972. The purpose of the diploma 
programme is to develop a cadre of 
competent young export management 
personnel, who will shoulder responsi¬ 
bilities as export managers in the pri¬ 
vate and public sectors. The partici¬ 
pants will be given comprehensive 
training in international marketing and 
foreign trade management. The pro¬ 
gramme aims at equipping the partici¬ 
pants, through highly intensive training, 
with critical and analytical faculties 
for business decision-making. The syl¬ 
labus of the diploma programme 
covers, (a) international marketing ma¬ 
nagement, (b) application of interna¬ 
tional marketing management concepts, 
methods and techniques, and (c) foreign 
trade practices. Since its inception in 
1964, the Indian Institute of Foreign 
Trade has conducted 58 training pro¬ 
grammes with the participation of 
1,900 executives. 

STEEL PRODUCTION 

Raw steel production during June 
1971 in 24 countries represented in the 
membership of the International Iron 
and Steel Institute was 33.44 million 
metric tons, compared with last June’s 
figure of 34.90 million metric tons. 
This is a decrease of 4.2 per cent. 

For the first six months of 1971, 
the cumulative total was 205.16 million 
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metric tons against 209.35 million 
metric tons for the same period it* 
1970, a two per cent decrease. 

Comparative performance by major 
groups or countries was as follows : 


(million metric tons of raw steel) 


First 6 
months 

1971 

1970 

X 

change 

over 

1970 

ECSC 

53.06 

<66.57 

— 6.2 

UK* 

12.76 

14.22 

—10.3 

USA 

65.14 

61.61 

+5.7 

Japan 

43.67 

46.60 

—6.3 

Other 

30.53 

30.35 

+0.6 

Total report¬ 
ing countries 205.16 

209.35 

—2.0 


*The British figures are calculated 
by IIST on a calendar month basis/ 


The 24 countries covered in the re¬ 
port accounted for approximately 
68.8 percent of the 1970 world raw 
steel production, and for 97.7 per cent 
of world production excluding that 
of the USSR and other eastern bloc 
countries, mainland China and North 
Korea. They are Argentina, Austria, 
Australia, Belgium, Brazil, Canada, 
Chile, Denmark, Finland, France, Fe¬ 
deral Republic of Germany, India, Italy, 
Japan, Luxembourg, Mexico, Nether¬ 
lands, Norway, Republic of South 
Africa, Spain, Sweden, United King¬ 
dom, United States of America and 
Venezuela. 

ICMF WELCOMES NEW SCHEMES 

The Indian Cotton Mills’ Federation 
has welcomed the announcement in 
Lok Sabha on July 1, 1971 by Mr 
Annasaheb P. Shinde, Minister of State 
for Agriculture, that the union gov¬ 
ernment had sanctioned a new scheme 
for intensive cotton district programme 
with an outlay of Rs 14.74 crores. 
Although it falls short of the outlay 
of Rs 10 crores per year for a period 
of five years, which the industry has 
been suggesting to the government for 
a very long time, the scheme as app¬ 
roved by the government presents a 
real and substantial advance. It was 
the federation’s hope that the scheme 
produces such good results as would 
induce government to sanction, in the 
years to come, bigger outlays on cotton 
development. The second develop¬ 
ment of great significance has been the 
sanction given by the government for 
import of sophisticated machinery by 
exporting mills to the extent of 20 
per cent of their exports in the period 
1970-71. This was considered a good 
beginning for tackling the intractable 
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problem of rehabilitation and moderni¬ 
sation. 

EXPORTS BY SMALL UNITS 

Mr N. L. Chowdhary, President, the 
Bucket Manufacturers Association of 
India stated recently that the small 
scale units could play a very great 
role in the export efforts of the country. 
Of the large number of registered and 
unregistered units if only 15,000 units 
could be enthused to export goods 
worth Rs 20,000 each, they could make 
a contribution of Rs 300 crores in the 
foreign exchange earnings of the coun¬ 
try in a very short time, besides gene¬ 
rating considerable employment. Sup¬ 
ply of imported materials has received 

• the attention of the government but he 
pointed out, the difficulty in its pro¬ 
curement from indigenous sources at a 
reasonable price has not received the 
same attention. The small-scale ma¬ 
nufacturers, therefore, could not pro¬ 
duce and export in a competitive mar¬ 
ket. He has suggested that deliveries 
of steel from producers’ stockyards 
should also be made at the rates at 
which wagonloads are supplied. He 
added that for this purpose the stock- 
yards might be deemed to be railhead 
stations 

TRACTORS AS GIFr 

The Ministry of Foreign Trade has 
revealed recently that the scheme for 
import of tractors by agriculturists as 
gift is applicable to the import of agri¬ 
cultural tractors of certain specified 
models only. The position has been re¬ 
viewed and it has been decided that the 
import will hereafter be allowed only 
in respect of the models/specifications 
indicated below: (1) Massey Ferguson. 
MF-1035/135. IMT-533/555. (2) In¬ 

ternational. B-275/276 and 434. (3) 
Ford. Ford-3000. (4) Deutz. 0-3006, 
D-4006, D-6006, D-1006, (5) Zetor. 
2011/2511,3011/3511,5511, (6) Russian. 
T-25, (7) Shibaura. S-2000, (8) Hano- 
mag. 32 HP, (9) Rumanian. U-500, 
U-650. Other conditions applicable to 
the scheme will remain unchanged. 

WORLD BANK SHIPPING TEAM 

The World Bank shipping mission 
visited this country recently. The mis¬ 
sion had talks in Delhi with officials of 
the union Transport Ministry and other 
technical experts. In Bombay they met 
officials of the shipping companies.- 

CARGO LINERS 

• 

A contract for the purchase of four 
cargo liners from Russia was signed re¬ 
cently. This was the second contract 
for. the purchase of ships from the 
USSR. In March, SCI signed a con¬ 
tract for the purchase of three tankers 
of 16,300 dwt. each. The four linen are 
fast modem vessels and are provided 
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with large hatch-openings and equipped 
with cranes which make them specially 
suitable for handling cargoes like iron 
and steel. The total outlay on the li¬ 
ners is Rs 18 crores. 

NATIONAL INCOME :1971-72 

The national income is expected to 
increase by 4 to 5.5 per cent during 
1971-72, according to a forecast of the 
Economic Research Unit of the Indian 
Statistical Institute. The forecast is 
given in a preview of the economy 
issued by the research unit. The 
forecast takes into account, according 
to the preview, the intentions and poli¬ 
cies of the government as indicated in 
the central budget for 1971-72; and is 
based on a critical evaluation of both 
the long-term trends of various econo¬ 
mic characteristics as also their devia- 
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tions from the trend during 1970-71. 
In the agricultural sector, according 
to the preview, the gross area under 
foodgrains output would be between 
111 and 113 million tonnes thus register¬ 
ing a rise of six to eight million tonnes. 
Industrial production may be higher 
than last year and the rate of growth 
may range between 4 and 6 per cent. 
This growth is expected to be evident 
in all the sectors producing capital, 
intermediate and consumer goods. 

U S. AID : 1970-71 

The United States has granted a 
total amount of $461.6 million 
(Rs 346.12 crores) as aid for India’s 
development during the US fiscal 
year ended June 30, 1971 

(see table below). Th : s includes 
project and non-projcct loans, food 


1 Non-Project Loan 

March 13 : Main agreement 
April 22 : First amendment 

July 9 : Second amendment 


Dollais Rupee 
equivalent 
(millions) (crores) 


155.0 116.25 

15.0 11.25 

20.0 15.00 


iotal 190.0 142.50 

(The non-project loan provides financing for the 
import of fertilizers and other agricultural re¬ 
quirements plus industrial raw materials, machi¬ 
nery *nd components. The second amendment 
which was announced in Washington on June 24 
and executed in New Delhi on July 9 was for the 
specific purpose of helping to maintain the pace of 
India s development despite the strains imposed 
by the refugee situation.) 

2. Project Loan : for India’s largest fertilizer com¬ 

plex to be constructed in Gujarat by Indian Farm¬ 
ers Fertilizer Co-operative Ltd. 21.0 

(While this loan agreement was concluded on June 
18, 1971, $ 15 million of the total loan of $ 21 
million was obligated by the US government in 
Fiscal Year 1970 and he remainder in F¥ 1971.) 

3. Concessional Sales of agricultural commodities 

under Title I of Public Law 480 programme 158.3 

(This year’s PL-480, Title I, agreement provides 
for the supply of 1,570,000 tonnes of wheat. 

102,000 tonnes of vegetable oil, and 250,000 bales 
of cotton.) 


15.75 


118.73 


4. Food Grants under Title II of PubliJc Law 480 

(The bulk of food supplies is in support of the 
nationwide school lunch programme. Every year 
some 13.3 million children arc benefited.) 

5. Technical Co-operation Grants 

(Financing and services made available for the 
development of key sectors of the Indian economy). 

6. Export-Import Bank loan to Air-Tndia (Nov. 13, 
1970) 

(To help finance a Boeing 747jumbo jet. the fourth 
ordered by Air-India with US government sup¬ 
port) 


70.5 52.88 


9.4 7.00 


12.4 9.26 


Grand Total 


461.6 346.12 
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grants and concessional sales of agri¬ 
cultural commodities under PL 480, 
technical co-operation grants and Exim 
Bank loans. 

OJPPX’s DEMANDS 

The price control measure enforced 
by the government restrictions on ex¬ 
pansion of capacity under the Industrial 
Licensing Policy and the Monopolies 
Act, and the recently passed Patents Act 
were deterrents to research in the phar¬ 
maceutical industry, according to the 
Organisation of Pharmaceutical Pro¬ 
ducers of India (OPP1). In a memoran¬ 
dum submitted to the Planning Commis¬ 
sion and the Committee on Science & 
Technology the organisation staled that 
pharmaceutical research was an ex¬ 
tremely expensive operation and also 
very time consuming. Pharmaceutical 
industry could be encouraged to invest 
more in research and development 
efforts if suggestions contained in the 
memorandum were considered. These 
suggestions included liberalisation of 
price control measures, reduced rest¬ 
rictions on the expansion of capacity 
and a certain amount of free foreign 
exchange in order to finance imports 
of scientific equipment, designs, draw¬ 
ings, etc. 

FARMER PROTECTION DEPOSITS 

Syndicate Bank has introduced a new 
scheme to coincide with the second 
anniversary of bank nationalisation, 
for the benefit of farmers and fisher¬ 
men. Under the scheme called “farmers 
protection deposits'’ farmers will get 
a loan to the extent of twice their fixed 
deposits (of six months or one year’s 
maturity), when the revenue authorities 
declare a failure of crops following 
floods, drought, pest invasion and 
diseases. The fishermen will get a loan 
when there are no adequate catches ow¬ 
ing to natural factors. The main pur¬ 
pose of the scheme is to assure them of 
a loan (to be repaid over a period of 
three years) that they may utilise for 
their rehabilitation or for their own 
maintenance expediture or for the 
purchase of seeds or manure for the 
next crop. The scheme is designed 
to relieve the distress of farmers as 
there is no crop insurance in the coun¬ 
try. 

CHECK ON TEXTILE MACHINERY 

The Textiles Committee’s inspection 
regulations for textile machinery equip¬ 
ment (components & accessories) for 
export come into force on August 11, 
1971. Eighteen items of equipment 
will be covered by these regula¬ 
tions. Export of these items with¬ 
out the Textiles Committee’s certi¬ 
ficate is prohibited. India is perhaps 
the only country in the world to frame 
such regulations to ensure that only 


quality material leave its shores. - The 
items covered by the regulations 
are: Aprons for drafting systems; cots 
for drafting systems; inserts for spin¬ 
dles of ring spinning and doubling 
frames; rings for spinning & doubling 
frames; spindles for ring spinning & 
doubling frames; paper tubes for ring 
spinning and doubling frames; steel 
travellers for ring spinning & doubling 
frames; metallic card clothing wire for 
cylinder, doffer and licker-in; wooden 
flyer bobbins for speed frames; direct 
and rewound weft pirns for use in 
shuttles for looms; picking sticks for 
underpick looms & overpick looms; 
wooden cones for winding machines; 
shuttles for looms; paper cones/cheeses 
for winding machines; flat steel healds 
for looms; twin wire healds/ inset 
mail wire healds for looms; pitch bound 
wire reeds/all metal reeds for looms and 


pickers fpr looms. Further details can 
be had from the Secretary or Deputy 
Director, Textile Technology, Textiles 
Committee, 79 Dr Annie Besaut Road, 
Worli, Bombay-18. 3 

NAMES IN THE NEWS 

Mr T,S. Kanan has been appointed 
temporarily special officer to look after 
the affairs of Alcock Ashdown and Co 
Ltd. 

U S. GRANT FOR REFUGEES 

m 

The United States government has 
granted $ 70.5 million (Rs 52.88 
crores) towards the relief of East 
Bengal refugees in India by way of 
food aid and for shelter, clothing, 
medicine and transportation. Details 
of the aid are given below. 


U.S. GRANTS FOR RELIEF OF EAST PAKISTAN REFUGEES IN 

INDIA 


Dollars Rupee 

equivalent 
(millions) * (crores) 


Food Aid (PL-480, Title 11 Grants) 



May 12 

Food grains, milk & cooking oils 

2.5 

1.88 

June 24 

Food (sufficient to feed one half of the 
6,000,000 refugees in India for a period of 

I hree months) 

25.0 

18.75 

June 17 

High-protein food blends 

3.0 

2.25 

June 7 

105,000 tonnes of wheat plus 6,000 tonnes of 
vegetable oil 

10.0 

7.50 


Total food aid 

40.5 

30.38. 

Shelter, 

June 7 

Clothing, Medicine and Transportation 

For air-lifting refugees from Agartala to 
Gauhati; large amounts of cholera vaccine, 
rehydration fluid and medicines; tarpaulins, 
polythene sheets and other shelter material 

5.0 

3.75 

June 24 

For a greatly enlarged programme covering 
shelter, clothing, medicine, sanitation, and 
related transportation, logistics and admi¬ 
nistrative services to be provided through 
the United Nations High Commissioner for 
Refugees. 

25.0 

18.75 


(The first five-million dollar installment of 
t his grant was released to the UNHCR on 
July 12. Tho rcmaining $20 million will be 
released as plans are drawn up for using the 
funds to nioet the most pressing require¬ 
ments of the refugees.) 

Total aid for shelter, cloth¬ 
ing, medicine & transpor¬ 
tation 

* 

30.0 

22.50 


Total US aid for refugee 
relief 

70.5 

. 52.88 
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Company Affairs 


BIRLA JUTE 

The directors of the Birla Jute 
Manufacturing Company Ltd have 
proposed to step up the equity dividend 
to 11 per cent for the year ended March 
31, 1971, from 9 per cent paid for the 
previous year. The company has earned 
a gross profit of Rs 4.57 crores against 
Rs 4.51 crores for 1969-70. The directors 
have provided Rs 129.08 lakhs for 
depreciation, Rs 11.72 lakhs for de¬ 
velopment rebate reserve, and Rs 141 
lakhs for taxation, leaving a net profit 
of Rs 174.72 lakhs against Rs 188.24 
lakhs. The net profit has been transfer¬ 
red to the general reserve. The proposed 
equity and preference dividend will 
claim Rs 52.28 lakhs and will be paid 
out of the general reserve. According 
to Mr S.N. Prasad, Vice President, the 
company will be issuing debentures of 
the value ot'Rs one crorc instead of the 
proposed equity share issue which did 
not secure the sanction of central go¬ 
vernment. He stated that the produc¬ 
tion of calcium carbide would be step¬ 
ped up by additional 50 tonnes or 100 
tonnes a day. The company’s slag 
cement project is awaiting clearance 
from the government. The project will 
cost Rs five crores and orders for 
plant and machinery have already been 
placed. If the government clearance is 
secured in time, the plant is expected 
to go into production by the end of 
1972. 

INDIAN COPPER 

Mr O.D. Kothari, Chairman, Indian 
Copper Corporation, Ltd, told the 
shareholders at the annual general 
meeting held recently that the year 1970 
had proved fairly satisfactory for the 
company. The profit for the year 
amounted to Rs 3.09 crores as against 
Rs2.21 crores during the previous year. 
He added, however, that the major por¬ 
tion of the increased profit went to 
taxation for which a sum of Rs 1.55 
crores was provided as against Rs 
95.50 lakhs during the previous year. 
Increased production of nickel sulphate 
had helped the company to improve its 
performance. The chairman told the 
shareholders that the company had 
applied for industrial licence for sponge 
iron project on which the ofiicial deci¬ 
sion was awaited. The company, he 
added, was actively considering various 
proposals for the development of cop¬ 
per mines and £dso for putting up addi¬ 
tional concentrate facilities so as to 
achieve the rated capacity production 


of the flash smelter within the shortest 
possible time. 

The company's present expansion 
programme was likely to be complete 
by the end of November 1971 and the 
production of copper would increase to 
about 13,000 tonnes annually though 
the capacity of new flash smelter was 
16,560 tonnes. Mr Kothari pointed out 
that the restriction imposed by the go¬ 
vernment limited the production of 
rolled products in spite of a steady 
demand from the market. The com¬ 
pany has made a representation to the 
government that in respect of rolling 
mill, there should not be any discrimina¬ 
tion against the company and that it 
should be allowed u quota of copper 
and zinc on the same scale as permitted, 
by the government to other rolling 
mills. 

Mr Kothari revealed, that the 
demand for kyanite had declined con¬ 
siderably and if the situation continued 
for a longer time, the company would 
be forced to curtail the production of 
kyanite- He added, however, that mar¬ 
ket conditions were likely to improve 
in the near future. He informed the 
shareholders that the company had 
executed a lease deed for a new area of 
582 hectares at Chhakisa, which was 
required for the development of its 
existing Mosaboni mines. Since the 
financial position of the company conti¬ 
nued to be satisfactory, the company 
was able to step up the dividend to 
11.111 per cent in 1970 against 8.889 
per cent in the previous year. 

OIL INDIA 

Oil India Limited has declared a 
net dividend of 13 per cent for 1970 
for the fourth successive year. Review¬ 
ing the working of the company in 
1970, the chairman, Mr Sarat Chandra 
Sinha, stated at the annual general meet¬ 
ing at Duliajan in Assam recently that 
it was futile to expect that self-suffi¬ 
ciency could be achieved in the near 
future without bold decisions in regard 
to investment in exploration, develop¬ 
ment of oil resources and managerial 
talent. He called upon Oil India to 
play “a bigger role than what has 
been assigned to it so far.” The loan 
to equity ratio had come down from 
1:2 to 1:1.1, thus reflecting the sound 
financial policies of the company, the 
chainnan added. The annual crude 
production in 1970 had exceeded the 
3 million tonne mark, enabling the 
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country to save foreign exchange of Rs 
35 cron's. 

TELCO 

Mr J.R.D. Tata, Chainnan of Tata 
Engineering and Locomotive Co. Ltd, 
told the shareholders in his annual 
statement that despite the vehicles plant 
having reached the rated capacity, a 
continuing growth in turnover was ex¬ 
pected mainly in spare parts, specialised 
vehicles and machines. The company, 
he added, had recently submitted pro¬ 
posals for an expansion programme 
which, if adopted, would almosjt double 
the present turnover. These proposals 
include increasing the production of 
Tata vehicles from 24,000 to 36,000 
per annum. Other projects include the 
manufacture of 9,000 medium and 
heavy vehicles per annum at Poona, 
the manufacture of 3,000 highway 
vehicles at Jamshedpur and the setting 
up of a 10,000 tonnes per annum alloy 
iron foundry at Poona. The anticipated 
capital outlay on the expansion pro¬ 
gramme was expected to be Rs 40 crores 
over a period of five or six ycais. In¬ 
cluding the norinal annual replacement 
and renewals the total outlay would be 
about Rs 65 crores. The company 
had planned to finance this programme 
largely from internal resources and 
from funds accruing to it from the mer¬ 
ger of the Central Bank of India 
Ltd. However, following the with¬ 
drawal of development rebate from 1974 
and higher taxation, the company's 
internal generation of funds might be 
reduced and it might curtail the scope 
of the programme and spread it over a 
longer period. During 1970-71 a re¬ 
cord output of 25,061 vehicles was 
achieved compared to 20,306 in the 
previous year. The production of 
special purpose vehicles, which was 
707 in 1970-71, was expected to be- 
doubled in the current year. The out¬ 
put of excavators wa> 63 against 45 
units. 

NATIONAL RAYON CORPORATION 

The Chairman of the Life Insurance 
Corporation, Mr T.A. Pai, held discus¬ 
sions with two groups in the National 
Rayon Corporation Ltd, before the 
annual general meeting and the for¬ 
mula suggested by him was accepted 
by both the parties. Mr Krishanraj 
M.D. Thackcrsey and Mr Laljibhai C. 
Kapadia, who were retiring, were re-elec¬ 
ted as directors of the company. The 
resolution proposing Mr M.C. Kapa¬ 
dia for the office of director in place of 
Mr K.M.D. Thadvcrscy, was not 
moved. Mr Rasiklal.J. Chinai was elec¬ 
ted a director of the company. The reso¬ 
lutions about the appointment of Mr 
C.G. Mahant and Mr R.K. Framjee 
as directors of the company were drop¬ 
ped. Resolutions about the appoint¬ 
ments of president and two \ioe-presi- 
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dents were also dropped. Mr Maharwal 
Juideepsingh of Baria and Mr Devji 
Rattansey, who were supported by 
the Kapadias, were elected directors. 
The resolution concerning the increase 
in the strength of the board from 8 to 
12 was also adopted. With the addi¬ 
tion of two new directors, there are 
now 10 directors in all, representing the 
shareholders. There are two govern¬ 
ment nominees also. Both the Kapadias 
and the Chinais have agreed to the 
appointment* of a representative of the 
public sector financial institutions on 
the board of the company. 

SWADESHI POLYTEX 

Swadeshi Polytex Ltd offered for 
public subscription 1,650,000 equity 
shares of Rs 10 each in the last week of 
May 1971 and was oversubscribed near¬ 
ly nine times over. The board of direc¬ 
tors of the company, in consultation 
with the Stock Exchange, Bombay, de¬ 
cided upon the basis of allotment. 
There was no proposal for drawing lots 
and all valid applications would re¬ 
ceive allotment. There will be 33,342 
equity shareholders of the company as 
a result of this allotment. The basis of 
allotment was as under: 

For 50 to 150 shares applied 25 shares 
each, for 200 to 450 shares applied 50 
shares each, for 500 to 650 shares app¬ 
lied 75 shares each, for 700 to 1,500 
shares applied 100 shares each, for 1,550 
to 2,500 shares applied 150 shares each, 
for 2,550 to 3,500 shares applied 200 
shares each, for 3,550 to 4,500 shares 
applied 250 shares each, for 4,550 
to 5,500 shares applied 300 shares 
each, for 5,550 to 6,400 shares 
applied 350 shares each, for 6,600 to 
7,500 shares applied 400 shares each, 
for 7,550 to 8,450 shares applied 450 
shares each, for 8,800 to 10,000 shares 
applied 500 shares each, for 10,050 to 
12,000 shares applied 550 shares each, 
for 13,000 to 13,600 shares applied 600 
shares each, for 14,100 to 16,000 shares 
applied 650 shares each, for 20,000 
shares applied 800 shares each, for 
21,000 shares applied 850 shares each, 
for 21,150 shares applied 900 shares 
each, for 26,000 shares applied 1,100 
shares each, for 30,000 shares applied 
1,200 shares each, for 36,000 shares app¬ 
lied 1,500 shares each, for 45,000 shares 
applied 1,800 shares each, for 50,000 
shares applied 2,000 shares each, for 
50,050 shares applied 2,050 shares each, 
for 75,000 shares applied 3,000 shares 
each, for 100,000 shares applied 4,000 
shares each, for 200,000 shares applied 
8,000 shares each. 

UNIVERSAL STEEL 

Universal Steel Castings and Forgings 
Ltd (proposed new name Universal 
Steel and Alloys Ltd) expects to enter 
the capital market around the middle 
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of September with a public issue of Rs 
30 lakhs in equity shares of Rs 10 each 
at par to meet a part of the finance re¬ 
quired for setting up a Rs one crore 
plant for mild steel billets at Faridabad. 
The plant with an annual capacity of 
about 10,000 tons is expected to com¬ 
mence production by May 1972. The 
company has also plans to expand at a 
later stage its capacity to 25,000 tons 
of billets and create facilities for the 
manufacture of alloy and special steel 
billets and rolled products. The com¬ 
pany’s present issued capital is Rs 20 
lakhs all in equity shares subscribed by 
the promoters, directors and their 
friends and associates. An amount of 
Rs 50 lakhs will be raised by a loan 
from the Industrial Finance Corpora¬ 
tion of India. The company has been 
promoted by Mr Raunaq Singh, 
Managing Director of Bharat Steel 
Tubes Ltd, and his associates. 

ORIENT BEVERAGES 

Orient Beverages Ltd, Calcutta, pro¬ 
poses to enter the capital market short¬ 
ly with a public issue of Rs 10 lakhs in 
equity shares of Rs 10 each. The com¬ 
pany proposes to set up a plant at 
Patna (Bihar) for the manufacture of 
soft drinks with an annual capacity of 
10 million bottles. It has entered into 
technical collaboration agreement with 
Parle Bottling Co. Private Ltd, Bombay, 
which has agreed to allow the company 
to use its trade marks of various soft 
drinks. The project is estimated to cost 
Rs 37.52 lakhs which will be met by 
additional share capital (Rs five lakhs 
to be subscribed by directors and exist? 
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ing shareholders and Rs 10 lakhs to be 
raised by public issue), loans from the 
Bihar State Financial Corporation (Rs 
12 lakhs) and borrowings (Rs 10.52 
lakhs). The company expects to go into 
production early next year. For the 
year ended January 3J, 1971, the com¬ 
pany had paid a 15 per cent equity 
dividend on the capital of Rs five lakhs, 

MYSORE BREWERIES 

Mysore Breweries Ltd propose to 
issue for public subsepption capital 
of Rs 26.99 lakhs comprising 205,000 
equity shares of Rs 10 each (Rs 20.49 
lakhs) and 6,500—9.5 per cent cumu¬ 
lative redeemable preference shares 
of Rs 100 each (Rs 6.50 lakhs). The 
company proposes to set up a brewery 
at Bangalore (Mysore state) at a cost of 
Rs 65 lakhs, including foreign exchange 
content of Rs 7.50 lakhs. The total 
capital outlay on the project is estimate*} 
at Rs 97 lakhs, which will be met by « 
capital (Rs 45 lakhs), long-term loan 
from banks and financial institutions 
(Rs 40 lakhs) and short-term loan from 
directors and banks (Rs 12 lakhs). 
Technical assistance will be obtained 
from Cerekem Danish Food Technolo¬ 
gists Ltd. 

TUBE INVESTMENTS 

Tube Investments of India Ltd pro¬ 
poses to sell 25,000 equity shares of Rs 
100 each held by Tube Investment Ltd 
(UK) as rights in the proportion of one 
share for every six shares held, at Rs 
126 per share to holders as on August, 
1971. Last date for acceptance of offers 
from shareholders is September 9, 1971. 


NC AER 
Latest Publication 
To be released in August 1971 

% 

Sanctioned Capacities in 
Engineering Industries 

This publication gives Statewise and Industrywise details of 
licences issued to the various industrial units engaged in all 
engineering industries in the country from the inception of the 
Industrial Development and Regulation Act of 1951 till the end 
of March 1971.. 

Price : Rs. 96/- 

Ottly limited copies printed. 

Please register your orders with 
Publications Division 

National Council of Applied Economic Research 
Parisila Bhawan, ll-lndraprastba Estate, 

NEW DELHI-1. 
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Readers’ Roundtable 


had to pay on a long-term fixed de¬ 
posit. Since mortality in the age group 
of 41 to 50 is low, and very low in the 
age group 18 to 41, the LIC has noth* 
ing to lose, and gains premium income 
for doing nothing 1 


DEPOSIT LINKED LIFE INSURANCE 

Sir, 

The deposit linked life insurance 
scheme has been announced by some 
banks and LIC. According to this 
scheme, a savings bank deposit with a 
minimum balance of Rs 500 in a rural 
area, and Rs 1,000 in an urban area, 
entitles the depositor to an automatic 
insurance cover. The cover is twice the 
average balance in case of individuals 
in the age group of 18 to 40 and same 
as the balance for age group of 41 to 
49. 

The claim of the banks and LIC that 
this is an “additional benefit” at “no 
cost” to the depositor is incorrect. 

Normally a sum of Rs 500 or 1,000 is 


not put in a savings bank account for a 
a long period. The nationalised banks 
pay only 4 per cent on SB account 
whereas a fixed deposit for a year would 
earn 6 per cent, and for a longer period 
7J per cent. The postal savings 
scheme olfers 71 per cent interest. Good 
private companies offer 9 per cent 
or more. The depositors thus lose 31 
to 5 per cent on the SB account. This 
works out to a price of Rs 35 to 50 on 
Rs l y 000 of the so-called “costless” 
policy. 

The banks gain because they pay 
about 1} per cent to LIC by way of 
premium. Adding this to SB account 
interest, their cost works out to only 
51 per cent on the SB account in¬ 
stead of per cent they would have 


It is understood that the scheme has 
been devised by LIC on the premise that 
small people are ignorant of the inte¬ 
rest rate structure. It is distressing that 
a public institution should deprive 
millions of small depositors the addi¬ 
tional interest which they badly need! 
It is time that MPs who shout on behalf 
of the common man looked into these 
things. 

Yours etc., 

M.R. Pai 

Hon. Secretary 
All-India Bank Depositors’ 
Association (Bombay Branch) 

BOMBAY 


INDIAN BANK, MADRAS 

(Wholly owned by Government of India) 

Regd. Office: Indian Bank Buildings, 17, North Beach Road, 

Madras-1. 

ABRIDGED BALANCE SHEET AS AT 31st DECEMBER, 1970 


CAPITAL AND LIABILITIES PROPERTY AND ASSETS 




Rs. P. 


Rs P. 

1 . 

CAPITAL : 

Paid up Capital (Wholly owned by the 


1. Cash 

2. Balances with other Banks 

8,94,21,630.96 

76,72,947.53 


Central Government) 

88,66,600.00 

3. Money at Call and Short Notice 

6,77,80,721.92 

2. 

Reserve Fund and other Reserves 

1,23,16,270.00 

4. Investments 

25.72,53,031.99 

3. 

4. 

Deposits and Other Accounts 

Borrowings from other Banking Compa- 

101,78,10,814.57 

5. Advances 

6. Bills Receivable being Bills for Collec- 

65,95,50,543.25 


nies, Agents etc. 

2,90,83,902.75 

tion as per contra 

8,67,04,487.27 

5. 

6. 

Bills payable 

Bills for Collection being Bills Recei¬ 

2,51,68,543.30 

7. Constituents’ Liabilities for Accept¬ 
ances, Endorsements and other obli¬ 



vable as per contra 

8,67,04,487.27 

gations per contra 

8. (a) Premises 

4,71,53,187.82 

90,20,673.35 

7. 

Other Liabilities 

3,35,62,214.93 

(b) Buildings under construction 

9,40,633.90 

8 

Acceptances, Endorsements and other 


9. Safes, Furniture, Fixtures etc. 

74,26,925.81 


obligations per contra 

4,71,53,187.82 

10. Other Assets including silver 

2,82,07,962.09 

9. 

Profit & Loss 

5,27,829.70 

11. Non-Banking Assets acquired in satis¬ 
faction of claims 

61,104.45 


Total 

126,11,93,850.34 

Total 

126,11,93,850.34 


S. Muthuswami AL. Sathappan K. Vhnkatarama Ayyar O. Lakshmikakayanan 

Chief Accountant Joint Secretary Secretary Custodian 

B. NvtaRajan 
M. A. Kamarudin 
P. Krishnaswamy 
K. S. Chakkapanj 
M.G. Balasubramaniam 

Tiirmt'lnrv 


Dated: 28-6-1971 
Madras. 
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TATA ENGINEERING AND LOCOMOTIVE CO. LTD. 

Chairman’s Statement 

The following is the Statement of Mr. J. R. D. Tata, Chairman 
of Tata Engineering & Locomotive Co. Ltd.—1970/71, 


As may be seen from the Directors’ 
Report and Accounts placed before 
ybu, the Company made excellent 
progress during the past year. Produc¬ 
tion, seriously affected by the 48-day 
strike in 1969-70, was not only fully 
re-established, but a record output of 
vehicles, exceeding the rated capacity 
of the plant, was achieved during the 
year. In addition, there was a subs¬ 
tantial increase in the production of 
spare parts, the sales of which were 
94% higher than in the previous year. 

Production 

2. Production would have been still 
higher had it not been for frequent work 
stoppages by labour. While there was 
no serious dispute between the Com¬ 
pany and th$ workers, the labour situ¬ 
ation was prevented from fully stabilis¬ 
ing itself after the strike by the generally 
unstable political conditions in Bihar 
and the jockeying for power amongst 
the various political groups in the Trade 
Union field. 

Labour 

3. It is one of the major tragedies of 
India that while her need for maximum 
production and utilisation of installed 
equipment is probably greater than 
that of any other country in the world, 
the loss of production owing to labour 
unrest is amongst the highest in the 
world. The magnitude of this loss can 
be seen from the fact that with a total 
employment in organised manufactur¬ 
ing industry of about 7 million workers, 
nearly 19 million man-days are lost 
annually, while West Germany, with an 
industrial labour force of 11 million, 
lost only quarter million man-days 
last year. 

4. Organised labour in India has 
achieved tremendous progress since 
Independence, not only in wages but 
also in conditions of work, retirement 
benefits, etc. thanks to the combination 
of strong Trade Union action, Govern¬ 
ment and Parliamentary support in 
the form of various legislative enact¬ 
ments and awards of tribunals, wage 
boards and other Government spon¬ 
sored bodies, and the co-operation of 
management. 

5. This is as it should bp fojr, in the 
years gohe by, ahd with MS exceptions 
m winch 1 ara'filad to say Tata* were 
prominent. Indian labour was often 


unfairly exploited and denied security 
and other benefits. This is certainly 
no longer the case and, taking produc¬ 
tivity and other factors into account, 
organised labour in both the Public 
and the Private Sectors now receives fair 
wages and enjoys reasonable working 
conditions. In fact, by comparison 
with agricultural and unorganised in¬ 
dustrial labour which form the majori¬ 
ty, organised labour has now become a 
privileged class and the loss of produc¬ 
tion for which they are primarily res¬ 
ponsible hits hardest the poorer ele¬ 
ments of the nation. 

6. There is, therefore no justifica¬ 
tion for the continuing agitation pre¬ 
vailing in industry which has resulted 
every year in such a grievous loss of 
production to the country. Such loss 
to the nation can no, Ipnger be accepted 
as an unavoidable price, amongst 
others, we have to pay, for democracy. 

7. Our own experience shows that 
most labour disputes can be settled 
amicably by direct negotiations bet¬ 
ween management and labour, when 
given a chance to do so without the in¬ 
jections into their discussions of politics 
or inter-trade union rivalries based 
on political affiliations. Both of these 
are at the root of most of the labour 
troubles that plague Indian industry and 
hamper the sound development of the 
Trade Union movement. It is high time 
that peace and a minimum degree of 
discipline are re-established in the whole 
field of employment in both sectors. 

8. The desperate and urgent needs 
of the country and its people call for a 
high measure of statesmanship and 
patriotism from labour and its leaders, 
as well as from management. If these 
qualities are not voluntarily forthcom¬ 
ing, Government, which has now a 
convincing majority in Parliament, 
should firmly intervene to achieve the 
desired results. 

9. In the last few years a number of 
laws and ordinances have been passed 
by Parliament and Government govern¬ 
ing labour relations, the violation of 
which are criminal offences under the 
law. These laws are being regularly 
flouted and yet, with one. solitary ex¬ 
ception* Government have never had 
the courage to take action against those 
breaking the law or instigating others 


to break it, although the action they 
look in that one exceptional case pro¬ 
duced dramatic results. 

10. To enact laws which those whose 
actions they are meant to control can 
flout with impunity, is worse than hav¬ 
ing no laws at all. 

11. The time has come for firm Go¬ 
vernment action, be it against manage¬ 
ment or labour or their unions, and I 
sincerely hope that Government will 
no longer hesitate to demonstrate their 
determination to restore order and dis¬ 
cipline in industry without which a 
high rate of production cannot be 
achieved in the country. 

12. With the background of indust¬ 
rial strife rampant in many sectors of 
industry, we may consider ourselves 
fortunate indeed that notwithstanding 
some stoppages, we did so well in pro¬ 
duction and sales last year. 

Profitability 

13. The position was less happy, 
however, in regard to the profitability 
of our operations. Ignoring the ab¬ 
normal results of the previous year 
which were affected by the strike, and 
comparing instead the results of the 
year under review with those of two 
years ago we find that the percentage 
of profit on turn-over before taxes de¬ 
clined from 51% to under 5% and the 
profit after taxes was actually six lakhs 
lower. These figures reflect the extent 
to which our profit margin per unit of 
production was squeezed by the un¬ 
abated increase in costs. Not only had 
we to pay more for raw materials, 
wages, power and other items of ex¬ 
penditure, but we had to bear the bur¬ 
den of frequent upward revisions of 
prices by ancillary suppliers who passed 
on to us their own increases in cost of 
raw materials, wages, freight, etc. 

Price revision 

14. It has been our consistent policy 
to give our customers value for their 
money and to keep the price of our pro¬ 
ducts at a reasonable level. The increase 
in costs inflicted on us in the past year 
have however, been so substantial that 
we were unable to absorb them fully 
and were forced recently to increase 
the price of our product. The fact that 
at the same time we have continued to 
make constant improvements m our 
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vehicles ensures that our customers at- 
least get something in return in the 
shape of a still better product for the 
higher price they pay for it. 

Effect of the budget 

15. The recent budget will not only 
place on u$ a substantial burden each 
year by way of additional direct and 
indirect taxation, but has serious long- 
range implications in the radical change 
of fiscal approach towards the corporate 
sector it seems to usher. Most of the 
concessions given in the past to accele¬ 
rate industrial investment, including the 
development rebate, have been with¬ 
drawn or will be withdrawn by May 
1974. 

16. These incentives werewisely crea¬ 
ted with the object of providing a 
powerful investment thrust which has 
indeed proved a highly effective one. 
Their withdrawal might have had 
some justification if the rate of invest¬ 
ment in the Private Sector had been 
so high as to be inflationary. The oppo¬ 
site has in fact been the case and the 
serious inadequacy in investment has 
severely hampered the growth of pro¬ 
duction and aggravated the inflationary 
trends already rampant in the country. 

17. Significantly, the Prime Minis¬ 
ter, then also Finance Minister, who 
siezeably stepped up the rates of taxa¬ 
tion on privte incomes and wealth in 
her budget last year, said at the time 
“The present structure of corporate ta,- 
xatioii should be left more or less alone 
in the interests of maintaining a suitable 
climate for investment decisions. In 
keeping with the need to stimulate hi¬ 
gher production and investment, no 
significant change in corporate taxation 
is proposed”. Yet, fifteen months later 
comes a budget with a diametrically 
opposite philosophy. Have corporate 
investments boomed within these 
fifteen months and the rate of industrial 
production galloped ahead and over¬ 
heated the economy? 

18. The reverse has been the case, 
and one is at a loss to understand how 
a sector of the economy which produces 
barely 13% of the national income, yet 
generates, directly or indirectly, over 
80% of the tax revenues of the Central 
Government, can be said to need no 
incentive for growth. It is difficult 
therefore to interpret the budget as 
having been motivated by any other 
than political considerations. 

19. In actual fact, never have condi¬ 
tions in the country made it more im¬ 
perative to encourage, by every means, 
the growth of industrial investment 
for none can have a greater multiplier 
effect than productive industry, which 
not only produces-wealth and gives 


employment, but also generates* in 
one form or another, the bulk of ihe 
Central Government’s tax revenues. 


20. Your own Company offers strik¬ 
ing proof of this truth. Since it began 
vehicle manufacturing operations some 
fifteen years ago, its direct contribution 
to the Exchequer has been over Rs 
250 ciores. In addition, each vehicle 
it has put on the road has generated 
tremendous tax revenues for Govern¬ 
ment through octroi and levies, as also 
in taxes and duties on fuel, etc. The 
taxes paid by a truck operator total 
about Rs. 11,000/- per year. Thus, 
with our current level of production of 
25,000 vehicles per annum, we are in¬ 
directly contributing to the Exchequer 
as much as Rs. 27 crores each year, in 
addition to the taxes and duties directly 
paid by us. Further, our suppliers, 
many of whom exist largely on the busi¬ 
ness we give them, also pay taxes and 
duties to Government. 


21. Apart from its contribution to 
the Exchequer, Telco plays a powerful 
and beneficial role in the field of em¬ 
ployment, a subject about which Go¬ 
vernment rightly shows great concern. 
Besides those for whom we have pro¬ 
vided direct employment, which in 
our case number some 23,000, it has 
been estimated that each commercial 
vehicle put on the road generates em¬ 
ployment for eleven persons in ancillary 
industries, road transport, fuel, repairs 
and other servicing activities 

22. Considering that we have built 
upto now over 200,000 vehicles, the 
great majority of which are still running 
on Indian Roads, one can appreciate 
the extent of the employment we have 
generated. Equally important from the 
national point of view is the fact that 
over the years we have developed at 
Jamshedpur and Poona several hund¬ 
reds of highly trained engineers and 
technicians who today are the finest in 
the country and represent by themselves 
an invaluable national asset. 


Expansion Programme 

23. Backed by the great human skills 
and material resources built up over the 
yeai s, we are poised today for a farther 
advance to still higher levels of produc¬ 
tion and service to the country. With 
that object in view, we have recently 
submitted to Government proposals for 
an expansion programme which, if 
adopted, will almost double our present 
turnover. This would involve capital 
expenditure, over a period of five or 
six years, of about Rs. 40 crores, ex¬ 
clusive of the expenditure incurred on 
normal annual replacements and re¬ 


newals, which would bring up the total 
outlay to around 65 crores of rupees. 

24. We intended to finance this 
programme largely from internal re¬ 
sources and from the funds accruing 
to the Company from the merger with 
the Central Bank of India Ltd. With 
the withdrawal of the development 
rebate from 1974, and the increase in 
taxes payable under the new budget, 
the Company's internal generation 
of funds will be appreciably re¬ 
duced and we may have to curtail the 
scope of the programme, or spread it 
over a longer period. Tbis only shows 
the extent to which the Finance Minis¬ 
ter’s belief, that the withdrawal of in¬ 
centives to the Corporate Sector will 
not hinder growth, is misconceived. 


Exports 

25. Another area in which your 
Company's contribution to the country 
has been noteworthy is in the earnings 
of foreign exchange from exports which * 
have increased year by year and reached 
Rs. 11.21 crores last year compared 
to Rs. 7.22 crores in 1969-70. As a 
result of its export performance the 
Company has received the Engineering 
Export Promotion Council’s award 
for the second year in succession. 

26. The automobile industry is a 
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high technology industry and Telco’s 
record of growing exports in competi¬ 
tion with the leading vehicle manufac¬ 
turers ef the-wOrld is an achievement 
which .reflects great credit not only on 
those responsible for the design and 
manufacture of the vehicles but also 
on the effective sales campagin abroad 
ofTati Exports and the! r foreign agents. 
We shall make every effott to expand 
our exports further in the future. The 
expansion programme we have placed 
before Government, if it materialises, 
will enable us to play an even more 
significant role in the development of 
India’s export trade. 


avoid altogether, in a shortsighted efTort 
to maximise immediate profits. But it 
is because of the unflagging attention to 
the fundamentals thit make for vitality 
and growth, that yoilr Company today 
fades the ftiture with confidence ip its 
ability, if given the chance, to make 
greater contributions to the economy 
and to ensure still better prospects for 
its employees, more and improved pro¬ 
ducts for its customers, increased or¬ 
ders fot its suppliers, larger revenues 
for the Exchoquei, larger earnings of 
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foreign exchange fot the country, and 
better profits for its shareholders. 

32. In conclusion, I am sure you wiii 
wish me on your behalf to express to 
our management, staff and workers who 
have produced exceptionally good re¬ 
sults in the past year, our sincere ap¬ 
preciation of their hard work and 
devotion to duty. 

J.RD. TATA 
Chatman 

Bjmbay, 7 th July, 1971. 


Future Prospects 

27. Although our produition of 
vehicles has now fully reached, and 
even exceeded, the rated capacity of 
our plants, we expect a continuing 
growth of turnover mainly in spare 
parts, in specialised vehicles and ma¬ 
chines such as industrial tractois, fork¬ 
lift trucks and excavators, and in spe¬ 
cial purpose machine tools, the manu¬ 
facture of which is getting into its stride 
in Poona. 

28. A high rate of production is not 
the only worthwhile achievement of 
your Company. What may not be so 
visible in the Annual Report and State¬ 
ment of Accounts is the care we have 
taken to maintain the health of our 
manufacturing facilities. There is pro¬ 
bably no engineering enterprise in the 
country which has laid so much stress, 
and spent so much effort and money 
on good house keeping and on the 
maintenance and renovation of its 
plant and equipment, as we have. 

29. Similarly, on the organisational 
side we have, from the start, placed 
special emphasis on the development 
of our technical, supervisory and mana¬ 
gerial skills. Towards this end, large 
training facilities, provided with the 
finest equipment, have been set up at 
both Jamshedpur and Poona, and seve¬ 
ral hundred young people, from trade 
apprentices to post-graduate engineers, 
are being extensively and intensively 
trained every year. 

30.. A well-equipped Engineering Re¬ 
search Centre has been set up at Poona 
to develop new products as welt as 
improve existing lines of manufacture. 
Every member of our Design and Pro¬ 
duction stafT is devoted to an almost 
fanatioal pursuit of excellence and 
quality. 

31. These unceasing offorts on all 
fronts to keep our plants and organi¬ 
sation,^ a peak ef effieieftey, involve 
substantial expenditure which many 
companies keep to the minimum, or 
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“ ""Indian "cop per - corpora TiciN”LT!r 

Address of the Chairman Mr. G. D. KOTHARI 

at the Annual General Meeting of the Company held on.2fst July. 1971. 


■ram 



Gentlemen. 

I have plaasura in welcoming you to the 47th Annual General 
Meeting of the Company. 

The Accounts for the year ended December 1970 and the 
Directors Report have been in your hands for some time and 
with your permission I shall take them as read. 

Before f start reviewing the affairs of your Company during the 
past year, it would hi proper for me to acquaint you with the 
adverse effect which some of the Budget proposals for the 
financial,year 1971/72 will have on your Company. Although 
the Copper industry continues to remain on the list of priority 
industry, the special tai concession is reduced from 8% of the 
profit to 6%. The benefit of the development rebate will be 
withdrawn in respect of Investment after May 31st, 1974. In 
calculating the limit of 8% of the Capital for purpose of tax 
exemption for new industrial undertakings, debentures and 
long farm borrowings will no longer form constituents of the 
Capital. A ceiling of Rs. 8000 - per month is imposed on the 
remuneration of the Company's employee which would bo 
deductible in the computation of Compay's profit. These pro¬ 
posals would, undoubtedly, have a somewhat discouraging 
effect oo your Company and would not be conducive to the 
industrial growth in general. 

ACCOUNTS: 

The results for the year 1970 are reasonably satisfactory. 
The profit before taxation, for the year amounted to 
Rs. 3.09.30,424/- against Rs. 2.20.52.254.-for the previous year. 
The major portion of the increased profit has. however, gone 
to taxation. Provision for taxation for the year 1970 amounts 
to Rs. 1,55.00.000/- compared to Rs. 95,50.000/- for the year 
1989. The mein factors for increase In profit may be contribu¬ 
ted to the larger production of Nickel Sulphate, smaller 
provision for Depreciation and Development Rebete Reserve and 
the higher selling prices of Copper which were fixed by the 
Government for the year 1970/71 although the rise in price 
was not up to our satisfaction. It is hoped that while fixing 
the price of the Company's main product i.a. Electrolytic 
Copper Wire Bars, the Government will take into consideration 
the cost of production which has been continually increasing 
due to rise in wages, increase in cost of raw materials, con¬ 
sumable stores, fuel, electricity etc., and the funds required 
for development of mines and expansion of Works for raising 
the copper production capacity which is very vital in view of 
the large imports of copper being made by our country. 

You are probably aware of the introduction in February 1971 
of decimal currency in Great Britain, in consequence of this, 
the face value of the Company's Stock Unit, previously ex* 
pressed as two Shillings hes now become ten new Pence. 
DIVIDEND 

The financial position of the Company continues to be satis¬ 
factory. A sum of Rs. 1.64.95.627,- has been ttansfered to the 
Reserves, the total Reserves now amount to Hs. 7.60.27.786/- 
against tha Paid-up Capital of Rs.4,62.81,375/-. \our Directors, 
after careful consideration, decided to recommend a Dividend 
of 11.111% (1.111 new Pence i.e. 20 Paisa per unit of stock) 
for the year 1970 out of the General Reserve, subject to tax. If 
tha recommendation is accepted the Dividend will absorb a 
sum of Rs. 51.42.375/-. You will recall that last year your 
Company had paid a Dividend of 8.689% (2.1333 Pence i.e. 
16 Paisa per unit of stock). 

LEASES : 

I am happy to inform you that the Company has executed the 
Lease Deed tor the new area of 2.25 eq. milas at Chhabisp 
which is required for development of its existing Mosaboni 
Mines below 30th level. Negotiations ore still in progress for 
the grant of a new lease of the Siddeshwar property and it is 
expected that this lease will be sanctioned in the Company's 
favour during 1671. 

In August 1970 the Paine High Court upheld the Company's 
submission regarding • claim lor royalty preferred by tha State 
of Bihar in connection with tha laasa lot Mosaboni Mine i 
there is. however, still a claim outstanding (or a lesser amount 
against whtcb e writ petition is pending in the Caicutte 
High Court. 


L against whtcb e writ petition is pern 
High Court. 
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The liability of tha Company, if any, for royalty to Government 
will depend on the outcome of this writ petition and of tripar¬ 
tite negotiations between the State of Bihar, tha Ccmpany'a 
Superior Landlord and the Company. I expect that negotiations 
in this regard will start in the course of this year. # 
WORKING REVIEW : 

In 1970 the Company w as faced with a strike by its employees 
at Moubhandar Works for three weeks end in consequence 
there was a decline in the production of Fire Refined Copper: 
although itwas not possible to make up tha shortfall after tha 
strike was over, the production of semi-finished goods increas¬ 
ed during tha last threo months of tha year. 

There has been no substantial change in the pattern of the 
Company's Ore reserves which continued to be maintained at 
a satisfactory level. 

In the Electrolytic Refinery,work continued as anticipated and 
the plant is now working at the highest level of production 
possible with the present output ol Firo Refined Copper from 
the Smelter. The Nickel Sulphate plant worked throughout tha 
year on utilising tho residue from the Electrolytic Refinery 
Tank House but its production was hampered by mechanical 
breakdowns and also by non-availability of essential chemicals 
in time. 

ROLLING MILL AND COPPER PRODUCT : 

The restrictions inposed by the Government of India limited 
the production of rolled products as in previous years despite 
a steady demand from the market. 

Tho Company has made a strong representation to the Govern¬ 
ment of India that in respect of its Rolling Mill theta should 
not be any discrimination against your Company in the matter 
of rostrictions which apply to other Rolling Mills In the country 
and that it should be allowed a quota of Copper and Zinc on 
the same scale ae is permitted by the Government to other 
Rolling Mills. 

I fervently appeal to the Government to give their sympathetic 
consideration to the Company’s representation so that discri¬ 
mination against the Company in this regard is removed. . 

^he Company’s present expansion programme is likely to ba 
completed by the end of November 1971 and after that tha 
production of Cdpper w ; )l increase to about 13,000 tonnes in a 
year though tho annual capacity of tha new Flash Smelter is 
16.560 tonnes. When tha Industrial licence for new Flash 
Smelter was granted to the Company, a condition was attached 
that the Company should accept Copper Concentrates, either 
from a Government Company or from a nominee of tha Central 
Government equal to 3800 tonnes of Copper metal it • reason¬ 
able cost to be approved by the Central Government. It is. 
however, doubtlul whether the Government will be able to 
supply such concentrates to utilise the spare capacity af Flash 
Smelter. Therefore, the Company is actively considering various 
proposals lor development of Copper Mines and also for putting 
up additional Concentration facilities so as to achieve tha 
rated capacity production of tho Flash Smaller within tha 
shortest possible time. 

Your Company has also made an application for an Industrial 
licence for Sponge Iron project and tha Government's decision 
on it is still awaited. 

KYANITE : 

In the year )970 tha demand for Ky'nite continued strong but 
tho situation has now changed and wa are finding* it difficult 
to sell our entire production. If this situation continues for a 
long tims we will havo to curtail our Kyanite production. 
Thera era, however, indications that markst condition will 
improve in the near future. Tip efforts of our staff and tha 
decline in tha demand for Kyanite hove reduced the pilferage to 
some extent. 

Before I conclude, I would like to expreso ou? appreciation of 
the hard work willingly put in by ell tho workers and mOmbtrs 
of tho stiff. I thank my collsoguta on tho Board for their 
Valuable guidance throughout tha year, 

Mot«: Thi* foil tot porpert to bo • word of tho precotfoi* of the 
Aoouol Control Mootinf. . . . 
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Spread of Investment Habit 


The Federation of Indian Chambers 
of Commerce and Industry (FICCl) 
held a seminar on July 24, 1971, at 
Madras on “Spread of Investment 
Habit”. The discussion centred in the 
issues connected with enlaiging the 
market for equity shares. The part 
played by the financial institutions, the 
government, the industry and the stock 
exchanges in popularising the inves.- 
ment habit came in for special scrutiny. 
The FICCl circulated a background 
paper on this subject; full text of this 
paper follows : 

Development depends partly on tbe 
level of savings and partly on the 
manner in which the savings are uti¬ 
lized. Some savings, like provident 
ftmd, are compulsory and the indivi¬ 
dual can hardly exercise any choice 
either regarding the level or tbe use. 
But the bulk of savings are invested by 
individuals and households either di¬ 
rectly in fix^d assets like machinery, 
buildings etc. or put into financial 
assets like shares, debentures, bank 
deposits, gold, silver and so on. The 
choice of these financial assets is cru¬ 
cial. It determines how the savings will 
be distributed among different sectors 
and consequently what growth these 
sectors will achieve. 

Share Capital 

Share capital is the nucleus of the 
financial struciure of companies. It 
can be mobilised by issue of shares to 
the public or by capitalisation of ac¬ 
cumulated reserves. Tbe second alter¬ 
native is open only ta established 
companies which have been able to 
plough back a part of profits 

At the end of March 1970, tb'eie 
were 6172 public limiicd companies 
with a paid-up capital of Rs 1659 
crores. Of these 6091 companies with 
paid-up capital of Rs 1529 crores 
were in the private sector. The growth 
of share capital of non-government 
companies has been, on an average, 
at tne rate of about two per cent per 
year in the last five years. 

Tbe shares of about 1450 companies 
were quoted cn the five principal 
stock exchanges viz. Bombay, Calcutta, 
Madras, Delhi and Ahmedabad. The 
paid-up value of these shares was Rs 
1146 crores or about 80 per cent of the 
total paid-up capital of all non-govern- 
mqpt public limited companies. The 

1 Government banned forward trading from 
June 27, J969. 


distribution of paid-up capital of these 
rupee companies by industrial groups 
listed on stock exchanges is as fol¬ 
lows (Table I). 

Table I 

DISTRIBUTION OF PAID-UP 
CAPITAL BY INDUSTRIES 

(Rs crores) 


Agriculture and allied activities 32.63 


Mining and quarrying 14.80 

Foodstuffs, textiles etc. 294.38 

Metals, chemicals and products 
thereof 514.97 

Other processing industries 168.01 

Other industries (electricity, ship- 
ping, trading etc.) 133.67 

Financial 68.57 


The share capital is owned by a 
variety of investors viz . individuals, 
joint stock companies, financial insti¬ 
tutions, trusts and government and 
semi-government bodies. Individual— 
direcly and indirectly—hold the major 
part of share capital. 

A survey of 189 companies made 
by the Reserve Bank of India revealed 
that in 1965, the paid-up capital of 
Rs 422.7 crores was held by 10,75,782 
shareholders (accounts). The pattern 
of distribution of shares is shown in 
Tabic II. 

Table II 

PATTERN OF SHARE-HOLDING 


(Percentage to total) 


Individuals 

45.58 

Joint-stock companies 

32.76 

Financial institutions 

18.53 

Others 

3.13 


The stock exchanges have estimated 
the number of book shareholders of 
companies quoted on stock exchanges 
at about two million, assuming, on 
an average, that a shareholder holds 
shares of about four companies, the 
number of investors would be about 
five lakhs or so. 

The distribution of shares owned 
by individuals by size of holding did 
not show a high degree of concentra¬ 
tion. About a half of the shares 
wet;© owned by smalt shareholders 
(holding less than Rs 5,000); a third 


by medium shareholders (Rs 5,000 to 
Rs 50,000;; and less than a fifth by 
large shareholders (more than Rs 
50,000). What is also heartening is 
that the growth of small shareholder 
class has been much faster than other 
classes of shareholders. For example, 
in 1959-65, of the total increase in 
individual shareholders, 94 per cent 
were small shareholders. 

The number of shareholders, con¬ 
sidering the size of the country, is, how¬ 
ever, small, Only one person in 1000 
is a shareholder. With this small share 
base, it will not be possible for compa¬ 
nies to mobilise resources at the rate 
required by development potentialities. 
Therefore, an all-out effort, at all levels 
and by all agencies, to foster invest¬ 
ment habit is called for. 

Equity Shares 

Equities have a number of attributes 
which distinguish them from other 
forms of investment. Fi.stly, sha«e- 
holding enables small savcis to pa»ti- 
cipate in industrial progress and profits. 
Secondly, apart from earning dividend, 
the shareholder acquires a right to 
exercise franchise at company meetings. 
Thirdly, equities'arc the most liquid 
form of investment because they are 
readily marketable. There is continuity 
of price established thiough forward 
trading^). 

The yield on equities, like other secu¬ 
rities, consists of two parts viz. divi¬ 
dends and capital appreciation. The 
average dividend on equities in the 
past 10 years has been of the order 
of 6.8 per cent on market value; capital 
appreciation w r as 0.6 per cent. The 
total yield has thus been about 7.4 
per cent or so. 

Capital appreciation normally is a 
significant part of yield. But since 
1962, equity prices declined through 
a period of five years. Since 1966-67 
there has been improvement except foe 
1967-68. Taking ihcse iwo periods se¬ 
parately it would appear that the total 
yield (i.e. dividends plus capital appre¬ 
ciation) would be-~0.5 per cent, in 
1961-67 and -f-10.8 per cent in 1966-71. 

Capital appreciation is also a factor 
to be reckoned with in respect of in¬ 
vestment in gold and silver and other 
industrial scrips. However, in contra¬ 
ctual loans like bank deposits, small 
savings etc. there is no capitr appre¬ 
ciation. Thus, some investments like 
shares give both income yield as well 
as capital yield, others like bank de¬ 
posits only income yield and some 
others like gold only capital yield. 

The yield on different investments is 
broadly related to tbe nature of the 
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risk. In a short term, debentures, gilt- 
edged securities etc. are not subject to 
income risk. Gold and silver are sub¬ 
ject to capital risk. But equities are 
subject to income risk as well 
as capital risk. Dividends are not 
contractual. Similarly, the capital value 
of equities is prone to fluctuations. 
The more risky the investment the 
higher will have vo be the yield. Based 
on the nature of risk, there is a struc¬ 
ture of yields on different investments. 
A change in this structure induces a 
shift in Die allocation of savings to diff¬ 
erent assets. 

The yield on different investments 
in 1961-71 is shown in Table III. 

Table III 

AVERAGE ANNUAL YIELD ON 
INVESTMENTS 1961-71* 


Income Capital Total 



yield 

yield 

yield 

Equities 

+6.8 

+0.6 

+7.4 

Dcbcntuics 

+7.2 

-0.6 

+6.6 

Preference 

shares 

+8.8 

—2.1 

+6.7 

Gilt-edged 

securitie$£ 

+4.8 

—0.2 

+4.6 

Gold 


+5.4 

+5.4 

Silver 


+11.7 

+ 11.7 

Bank Depo¬ 
sits! 

+5.2 


+5.2 

Small Sav¬ 
ings tt 

“1*3-4 


+3.4 


* For details see Appendix I and II. 
t One year deposits, 
tt Post office saving bank accounts 
£ 3 per cent conversion loan 1986 or 
later. 

Judged by the magnitude of yield, 
equities have been the most attrac¬ 
tive form of investment apart from 
silver. The total yield on shares would 
have been much higher if share prices 
in the first half of the last decade had 
not fanen so steeply. This also affected 
public interest in shares. There were 
until recently indications that the 
market for shares had revived; but 
in the, last one month share prices have 
once again slumped. The temporary 
revival may have been due to the fact 
that there have been very few new 
issues. The additional demand for 
equities, as a result, was focussed on 
the existing scrips. 

The income yield on shares depends 
on four factors : 

(0 the gross profitability of com- 

a Average for 1965—$6 through 1967-68 


panics ; 

(ii) the level of corporate taxation; 

(iii) the percentage of profit distri¬ 
buted; and 

(iv) the tax incentives and disincen¬ 
tives to investment in shares. 

The gross profits of companies de¬ 
pend upon the general economic con¬ 
ditions. Broadly, gross profits have 
remained fairly stable at about 9.5 
per cent of total capital employed. 
Corporate taxation, on the other hand, 
has generally shown some rise. The 
effective rate of taxation increased 
from 38.6 per cent in 1960-61 to 48.7 
per cent in 1967-68 for all public limi¬ 
ted companies. However, in the capital 
structure of companies the proportion 
of borrowing also went up which re¬ 
duced the fall in after-tax profits as 
percentage of mt worth. Of the tax 
free profits, 66 per cent are, on an 
averagc( 2 ), distributed among sharehol¬ 
ders, the balance being retained to 
finance industrial development or streng¬ 
then the capital base. Distributed pro¬ 
fits are thus only about 34 per cent of 
the gross pre-tax profits of companies 
and 9.6 per cent of the paid-up capital. 

Yield od Shares 

The yield on shares has also to be 
considered in relation to the tax in¬ 
centives and dis-incentives available to 
the shareholder. Under present condi¬ 
tions, investment in shares along with 
other approved investments is accorded 
concessional tax treatment in three 
main respects : 

(i) Dividend income up to Rs 3,000 
per year along with income from 
other approved investments is ex¬ 
empt from income tax. 

(ii) In respect of shares held for 
more than two years, capital gains 
to the extent of fitst Rs 5,000 and 
50 per cent of the balance are 
exempt from income tax. 

(iii) Shares up to Rs 1.5 lakhs along 
with other approved investments 
are excluded in computing net 
wealth for purposes of wealth- 
tax. 

Apart from these tax concessions 
available to individuals and HUFs, 
companies also get a preferential tax 
treatment in respect of income from 
shares. For example, 60 per cent of 
the inter-corporate dividend is exempt 
from corporation tax. Similarly, capi¬ 
tal gains arc taxed at a lower rate viz. 
35 per cent. 

The tax concessions have enhanced 
the effective yield on shares, particu¬ 
larly to small shareholders. 

The yield on equities as mentioned 


earlier has to be considered in the 
context of the relative risk associated 
with them. It appears from invest¬ 
ment trends that while the yield on 
equities is higher than on other secu¬ 
rities or deposits, the difference is not 
adequate. 

The market for equities has not 
peiceptibly grown in the last 5 years. 
The inciease in share capital has been 
at an annual rate of only about two 
per cent. There has been greater re¬ 
course to other sources of funds, parti¬ 
cularly institutional loatys. But sbaie 
capital cannot be substituted indefin¬ 
itely by borrowings. There is a certain 
composition of capital with inter-rela¬ 
tionship between equity and preference, 
paid-up capital and reserves, and net 
worth and borrowed capital. These 
inter-relationships are prescribed by 
government itself. 

The capital issues control limits^ 
preference-equity ratio to 1:4, paid- ♦ 
up capital-reserves ratio to 5:1 (for 
purposes of bonus issues) and debt- 
equity ratio to 2:1. The growth of 
companies, therefore, required that 
finance from different sources is ob¬ 
tained in a certain manner 

To companies also, each source of 
finance has a functional use. Equities 
are the only component of capital on 
which interest payment is not compul¬ 
sory and which in the initial years of 
the company formation gives some brea¬ 
thing space to management, Being 
the ‘own’ capital of companies, it 
makes up the margin between loans on 
the one hand and assets on the other. 
Bank credit is used primarily for in¬ 
ventory financing. 

In the 1960s, particularly the latter 
half, the growth of share capital was 
rather inadequate This has reduced 
the degree of elasticity that existed in' 
substituting one type of finance for 
another, In raising capital for financ¬ 
ing productive assets, industry hence¬ 
forth will be compelled to issue shares 
so as to preserve the desired composi¬ 
tion of capital. 

In 1968 (March), the composition 
of capital was as follows : 

. Percentage 
* to total 


Share capital 

(including preference)* 30.3 

Reserves 20.3 

Borrowings 49.4 


* Preference capital was 3.6 per cent. 

The requirements of share capital 
by the end of tbe present decade ta, 
1980 can be worked out oh (ha assump¬ 
tion that the average rate of growth' 
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HINDALCO 


HELPS TO BUILD 
NATION’S ECONOMY... 


In May, 1962 Hindalco started production of aluminium with a smelter capacity of 20,000 tonnes a year. The capacity waa raised to 
40,000 tonnes in November, 1985, 60,000 tonnes in August. 1967 and to 80.000 tonnes in May, 1969. Plans are in hand to expand the 

plant further to 120,000 tonnes by end-1973. 
Between May, 1962 and December, 1970 Hindalco, now India's largest producer of aluminium, has produced 372,903 tonnes of 

aluminium, which has saved for the nation nearly Rs. 180 crores of precious foreign exchange. 

As a substitute for imported copper in the electrical industries, 
the above output represents a much larger foreign 
exchange saving, since one tonne of aluminium is replacing 
two tonnes of copper and as imported copper is several 
times costlier than indigenous aluminium. 

As a vital raw material for Electrical Conductors 
8 Cables. Telecommunications, Electric 
Capacitors. Condensers and Motors. 
Transportation (by road, rail, air and 





water). Container* 6 Packaging (in both 
rigid b flexible forma). Building b 
Construction, Furniture, Paints, Surface 
Coatings, Explosives and Rocket Fuels, 
Industrial Castings, Steel Deaxidiiing, 
Coinage, Missiles, Rockets, Satellites, Sophis¬ 
ticated Consumer Durables (like air-conditioners, 
refrigerators, electric fans). Business Machines 
(computers, typewriters, etc), IrrigaMon Piping. Brain 
Bins, Drainage Culverts, Water Mains and countless other applications. HINDALCO aluminium is helping to build a ntw India...With its 
almost limitless variety of forms end shapes and its versatile properties, HINDALCO aluminium is sura to play a crucial rate In masting 

industrial India’s challenge today and tomorrow.. 


WfiSefl 


HINDUSTAN ALUMINIUM CDRPORATIOM LTD. 

WORKS : P.O. RENUKOOT. DISTRICT MIRZAPUR, U.P. 
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of companies would be about 10 per 
cent per year. Taking a constant de¬ 
gree of utilisation of capacity, this 
would require a 10 per cent growth 
rate in the finances of companies, both 
short term as well as long term. This 
means that by 1980, the magnitude and 
composition of capital will have to be 
as under :— 

Rs crores 


Share capital 

3727 

Reserves 

2500 

Borrowings 

6078 


On this basis, industry will be re¬ 
quired to market equity shares to the 
extent of over Rs 100 crores per 
yearf 3 ^ which would mean more than 
trebling the present level of effort. 
This estimate measures the immediate 
needs of share capital of the corpo¬ 
rate sector. It will be worth-while 
for industry to aim at a higher target 
in order to tegain some flexibility in 
the capital composition. 

The mobilisation of share capital 
cannot be done through financial insti¬ 
tutions because these institutions arc 
primarily catalysts and not sources of 
risk finance. Too much dependence on 
financial institutions in respect of equity 
capital is likely to negate the vciy 
concept of company as a democratic 
institution. An effort will therefore 
have to be made to expand the market 
for equities beyond urban centres and 
to the relatively less affluent sections 
of society. The improvement in agri¬ 
culture has given rise to considerable 
savings resources in the rura‘1 sector 
which industry can tap to finance deve¬ 
lopment Besides, with the high level 
and large coverage of income and 
wealth-tax, it will be more and more 
difficult for the traditional classes of 
society to provide the requisite risk 
capital for industrial growth. Hence 
the corporate sector will have to In¬ 
creasingly depend on small savers who, 
apart from making available the neces¬ 
sary capital, will also help the corpo¬ 
rate sector widen the share base and 
make the functioning of industry more 
democratic.. This would also be a 
means of reducing concentration of 
share power. 

The expansion of the market foj 
shares cannot be done by the corporate 
sector single-handed, It would call for 
co-operation from different agencies 
like stock exchanges and financial 
institutions for effective marketing and 


(•> Average for 1970—80 after taking account 
of bonus issues which have been itsumed at 
50% of the increased in paid-up capital. 

(*\ For details see Appendix HI. 


from government for making equities 
a worthwhile investment. 

No doubt it is the corporate sector 
which issues share capital and, there¬ 
fore. the widening of the share base 
should be its primary concern. A 
public issue of shares is made either 
directly or is underwritten. In the 
latter case, the responsibility for sub¬ 
scribing to the issue becomes the res¬ 
ponsibility of the underwriters. The 
cost of raising capital is about 6 per 
cent in respect of new companies and 
4.5 per cent in respect of old com¬ 
panies. 

Share issues amounted to Rs 28.6 
crores in 1969-70. Rs 10.76 crores 
were offered to the public. Of this 
Rs 7.15 crores were subscribed by the 
public and Rs 3.55 crores by the 
underwriters. (See Table IV) 

Table IV 

PUBLIC RESPONSE TO SHARE 
ISSUES (1969-70) 

(Rs lakhs) 


New Old 
com- com¬ 
panies panics 


Amount offered to pub- 


lie 

189.5 

886.7 

Amount subscribed 
by public 

101.6 

613.4 

Amount subscribed 
by underwriters 

87.5 

267.9 

Amount left unsub¬ 
scribed 

0.4 

5.4 


Share issue is not a regular businecss 
of a company. It is an occasional 
necessity and, therefore, recurring cx- 
pendituie on share marketing cannot 
be made. Even within this limitation, 
tbe corporate sector can, on its own, 
develop a market for its shares. For 
example, the medium of advertising 
which at present is confined to sophis¬ 
ticated newspapers, can be enlarged to 
reach the ruial and the less educated 
sections of society. Companies can 
also nominate agents and salesmen 
who through personal contact, like 
insurance agents, can create a market 
for industrial scrips. Established 
companies can use their distribution 
channels to sell share also. This is 
particularly important in the case of 
industries which arc in direct contact 
with agricultural sector either as buy¬ 
ers of raw materials like cotton, jute, 
oilseeds etc. or as sellers of agricultural 
inputs like tractors, fertilizes, pesti¬ 
cides, pumps, and so on. 

Stock exchanges are a market for 
shares, not a source of equity finance 


to the corporate sector. But bypro- 
viding a market, the stock exchanges 
impait liquidity to shares and thus 
create demand from the public. It 
has to be considered in this context in 
what way forward trading can be 
resumed. 

There are 8 stock exchange in lndiaf 4 L 
Proximity to a stock exchange is neces¬ 
sary to inspire confidence that the 
shares would be readily marketable 
without much cost. Although in the 
past 13 years, industry has enlarged 
and dispersed, the number of stock 
exchanges has remained constant. It 
is worthwhile considering whether the 
establishment of more stock exchanges 
in cities and larger towns, for cash 
dealings to start with, would not be 
desirable. 

Stock brokers are a traditional agency 
for marketing of share issues. The 
brokers can operate in consortia when 
the issue is large. The field of opera¬ 
tion of stock brokers is, however, limi¬ 
ted. mainly due to the lack of finance. 
If the banks advance credit to brokers 
more liberally, this agency would be 
more adequately utilised to promote 
marketing of share issues. 

Deterrent Measure 

The recent measures undertaken by 
the RBI in respect of advances against 
shares have tended to discourage pub¬ 
lic investment in shares. Firstly, ad¬ 
vances against shares have become 
more and more difficult, and secondly, 
shares have to be transferred to banks 
if the advance exceeds Rs 50.000. A 
way has to be found to secure govern¬ 
ment's objective of preventing specu¬ 
lation without discouraging advances 
against the security of shares. 

The financial institutions like the 
Lie, ICICI, UTr, IFC. 1DBI etc have 
emerged as major underwriters, parti¬ 
cularly since 1964. Nearly two-thirds 
of the capital issues w r ere underwritten 
in 1969-70 by central government 
financial institutions. Among these, the 
LIC topped the list with a share of 24 
per cent followed by the UT1 with 
20 per cent. However, it appears that 
nearly 74 per cent of the amount under¬ 
written was subsciibed by the under¬ 
writers either as independent investors 
or as part of their underwriting obli¬ 
gation. Underwriting institutions are 
a machinery for marketing shares and 
not the principal source of risk finance 
to companies. The underwriters have, * 
therefore, to endeavour to market 
shares so that the share base is widened 
and the resources at the disposal of 
the underwriters are turned over more 
often. For the purpose of distribution 
of shares to the public, the financial 
institutions can possibly use the wide 
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network of bank branches in urban 
and rural centres. 

One reason why shareholding has 
not been that popular among the 
public is the element of risk asso¬ 
ciated with it. Share prices fluctuate 
widely and can result in capital lo>s; 
similarly investment in shares may not 
bring in adequate income b> way of 
dividends. Share holding, therefore, 
does not appeal to people who arc not 
willing to bear risk. This risk is pos¬ 
sibly more when the invedibie savings 
are small and, therefore, have to be 
invested in shares of one or two com¬ 
panies. This deficiency can be recti¬ 
fied if private investment trusts on the 
same line as the DTI are set up, pre¬ 
ferably in the rural sector. The units 
of these trusts will have to be exempt 
from income tax up to a certain limit 
to put them on a par w ith units of UTl. 

Rate of Return 

The preference for holding shares will 
inevitably depend upon the rate of 
return on shares relatively to the rate of 
return on other investments. In the 
last decade, capital appreciation was 
negligible and as such the yield on 
shates was almost equal to the rate 
of dividend. This did not compare 
very favourably with the return on 
other types of securities considering the 
fact that shareholding is associated 
with a higher element of risk. The 
yield on shares has been low partly 
because the rate of dividend has not 
been commensurate. To bring divi¬ 
dends in proper relation with the inte¬ 
rest on debentures or other long-term 
loans, it will be necessary to enhance 
the dividend paying capacity of com¬ 
panies. Since overall profitability is 
determined by general economic con¬ 
ditions, the rate of dividend could b^ 
enhanced only if the rate of corporate- 
taxation is brought down to reasonable 
levels. 

The income from shires is exempt 
from tax up to Rs 3000 per vear. Pos¬ 
sibly this has not given sufficient boost 
to the investment habit and. an upward 
revision of this limit may be necessary. 
In some other countries dividends up to 
Rs 7500 per year are exempt from in¬ 
come tax. 

The spread of investment habit would 
thus require a concerted elfiorl aimed 
at improving the marketing machinery 
as well as enhancing the yield which 
would make shares a more preferred 
form of investment. With the vast 
progress in agriculture, considerable 
savings resources have been generated 
in the countryside. These could be 
used not only to widen the productive 
base of the economy but also to streng¬ 
then shareholders’ democracy. 
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Appendix I—GROSS YIELDS ON FINANCIAL ASSETS (% per annum) 



Deben- 
Equities tures 

(Redemp.) 

Pref. 

shares 

Govern- Interest on Interest on 
ment 1 year small savings 

securities bank (P O sav- 

deposits ings bank) 

1961-62 

5.98 

5.31 

7.22 

3.72 

4.00 

2.50 

1962-63 

6 21 

5 57 

7.51 

4 03 

4.00 

2.50-3.00 

1963-64 

6.27 

5.95 

7.53 

4.17 

4.00 

3.00 

1964-65 

7. 14 

7.09 

8.22 

4.88 

4.25-6.00 

3.00 

1965-66 

8.11 

7.36 

8.92 

5.46 

6.00 

4.00 

1966-6? 

7.71 

7.96 

9.38 

5 56 

6.00 

4.00 

1967-6* 

8.22 

8,37 

9.85 

5.45 

6.00-5.50 

4.00 

196.S-69 

6.81 

7.96 

9.95 

4.99 

5.50 . 

3.50 

1969-70 

5.75 

7,98 

9.79 

5 00 

5.50 

3.50 

1970-71* 

5 53 

8.19 

9.71 

5.00 

5.50-6.00 

4.00 

Average : 

6.77 

7.18 

8.81 

4.83 

5.16 

3.43 

* Figures of yields on securities refer to the average of 11 months upto February, 

1971. 







Appendix II—PRICES OF 

FINANCIAL ASSETS (1961-62^ 

100) 



Deben- 

Pref. 

Govt. 

Gold* 

Silver * 

End March 

Equities 

tures 

shares 

securities (per 10 

(per 






grams) 

kilogram) 

1961 

95.0 

93.7 

106.3 

100 0 

114.9 

193.6 

1962 

100.2 

98 9 

102 4 

99 6 

121.3 

206.5 

1963 

83.4 

95 2 

99.4 

98.0 

117.7 

218.7 

1964 

87.2 

95 9 

101.1 

98.7 

112.0 

240.3 

1965 

82.1 

95.4 

100.3 

96 9 

68.8 

261.2 

1966 

75.9 

93.1 

90 9 

93.6 

77.8 

314.6 

1967 

81.1 

91.8 

88 6 

94.6 

83.9 

358 9 

196S 

77.5 

91.7 

85.7 

97.1 

157.0 

430 1 

1969 

87.9 

93.4 

87.1 

98.7 

160.5 

556.7 

1970 

95 8 

93.6 

88 1 

99.2 

179.6 

489.1 

1971 

100.1 

93.2 

85.9 

97.8 

194.5 

584.7 


* Prices relate to gold bullion up to August 27, 1963, 14 carat gold up to 
November 9, 1966 and to standard gold from July 10, 1967. 


Appendi xl 11 —ORGANISATION OF RECOGNISED STOCK EXCHANGES 


Name of Stock 
Exchange 

Year of 
establishment 

Type of association 

Date of 
recognition 

No. of 
members 

Bombay 

1875 

Voluntary non-profit- 

making association of 
persons 

31-8-1957 

504 

Calcutta 

1908 

(Incorporated 
in 1923) 

Public limited com¬ 
pany 

10-10-1957 

660 

Madras 

1937 

(Reorganised 

29-4-57) 

Company limited by 
guarantee 

15-10-1957 

33 

Ahmed a bad 

1894 

Voluntary non-profit- 
making association of 
persons 

16-9-1957 

4* 

• 

463 

Delhi 

1947 

Public limited company 

9-12-1957 

105 

Hyderabad 

1943 

Company limited by gua¬ 
rantee 

29-9-1958 

55 

Indore 

(Madhya 

Pradesh) 

1930 

Voluntary non-profit- 

making association of 
persons 

24-12-1958 

37 

Bangalore 

1957 

Incorporated as a private 
limited company and con¬ 
verted into a public iimi- 
ed company on 3-4-1962. 

16-2-1963 

12 
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Foreign Collaborations 

During thb quarter January-March 1971, government of India approved 81 cases of foreign collaboration. Sixteen of these 
involved financial collaboration. There were 16 cases of collaboration with Japan, 15 with West Germany, 14 with UK, nine 
with USA, eight with France, four with Switzerland, three with Italy, two with Australia and one each with Belgium, 
Bermuda, Canada, Denmark, GDR, Hungary, Netherlands, Norway, Spain and USSR. 


SI. No. Name of the Indian company Name of the foreign company 


Item of manufacture 


INDIA AUSTRALIA 

1. Indian Hume Pipe Co. Ltd, Construe- Humes Ltd., Hume House, 185, RCC hume pipes and other concrete 
tion House, Walchand Hirachand Marg, William Street, Melbourne, Victoria, products. 

Ballard Estate, Bombay. Australia. 

2. Addisons Paints & Chemicals Ltd, Hardie Trdg. Co. Ltd, Australia. Acquisition of trade marks for exports 

Huzur Gardens, Sembiam, Madras. of paints. 


INDIA—BELGIUM 

3. Indo-Burma Petroleum Co. Ltd, Elect- Usines Arthur, Vandergecten, Bruxel- Automatic bottle filler with 
ronics Mfr. Division, Allahabad Bank les, Belgium. carbonator. 

Building, Appollo Street, Fort, Bom¬ 
bay. 


INDIA BERMUDA 

4. Indian Rolling Mills, Deputy-Ka-pa- LECA and Tentor Concessions Ltd, Tenlor’ high tensile steel bars, 

rao, Kanpur. The Rose Bank Bldg , Bermuda. 

INDIA— CANADA 

5. Shri Dinesh Mills Ltd, P.O. Box No. 65, Albany Felt Company of Canada Ltd, Varieties of endless felts, needle felts, 

Baroda. Quebec, Canada. etc. 

INDIA—DENMARK 

6. Bombay Paints & Allied Products Ltd, Hampel’s Marine Paints of Denmark Marine paints 
Corridor Road, Govanpada, Chembur, 

Bombay. 


INDIA -FRANCE 


7. The Commissioner, State Enterprises 1. Mercier Freres, France, 

Department, Government of Rajasthan, 2. Alrio, France, and 
Jaipur. 3. Magnant & Co., France. 

8. Larsen & Toubro Ltd; L & T House, Unelec of France. 

Dougall Road, Ballard Estate, Bombay. 

9. The Managing Director, Praga Tools Escofier & Co., Chalon Sur Saone, 

Ltd, Secunderabad. Saone ct Loire, France. 

10. K.C.P. Ltd, Ramakrishna Building, 38 Fives Lille Cail, Paris, France. 

Mount Road, Madras. 

11. Indoflex Pvt. Ltd, Jaipur South, Jaipur. Societe Tubes of France 

12. Managing Director, Bharat Heavy L’Air Liquide of France 
Plates & Vessels Ltd, P.B. No. 100, 

Visakhapatnam (AP). 

13. Ashok Paper Mills Ltd, C/o Director of SOGEE, France. 

Industries, Assam, Shillong. 

14. Bharat Pulverising Miljs Ltd, Hexamar Doittau Products Metallurgic of 

House, Syan Road, Bombay. France. 


Finished leather. 


Moulded case circuit breakers. 

Thread rolling machines. 

Continuous sugar centrifugals. 

Flexible metallic tubings. 

Air and gas separation plants. 


Consultancy service for manufacture 
of pulp and paper/speciality paper. 
Exothermic type of hot tops. 


INDIA -G.D.R. 

15. Blue Star Engg. Co. (Bombay) Pvt. Ltd, VEB Wcrkstoft* machinen, GQR. Testing machines. 

Kasturba Building, Jamshedji Tata 
• Road, Bombay. 


INDIA—HUNGARY 

16. Bharat Industries and Commercial Cor- Komplcx Hungarian. Trading Company, Agricultural tractors. 
’ Corporation, Tower House,Chowringee Budapest, Hungary. 

Square, Calcutta. 


\Contd .) 
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SI. No. Name of the Indian company Name of the foreign company 


INDIA —ITALY 


17. Wire Machinery Mfg. Corporation Pvt. 
Ltd, 1/A, Vansittart Row, Calcutta. 

18. Industrial Abrasive Co-operative So- 
. ciety Ltd, 163, P.D. Mello Road, Bom¬ 
bay. 

19. Gujarat Polyamides Ltd, 2nd Floor, 
(F) Metropolitan Insurance House, 278 Dr 

^ D.N. Road., P.O.B. No. 1837, Bombay. 


20. CEMA PVT. Ltd, Unique House, 4th 
Floor, 25, Brelvi Sayed Abdulla Road, 
Bombay. 

21. Bengal Chemical and Pharmaceutical 
Works Ltd, 6 Ganesh Chandcr Avenue, 
Calcutta. 

22. Shriram Chemical Industries, Naaz 
Building, Jhandewalan Estate, New 
Delhi. 

23. Nalanda Cermics & Industries Ltd, 2/1, 
Hindustan Road, Calcutta. 

24. Special Steel Ltd, Dattapara Road, 
Borivli (East), Bombay. 

25. Vijinder Kumar, 3457 Delhi Gate, P.O. 
Box No. 1179, Delhi. 

26. M.P.'Taparia, 71, Marine Drive, Giri- 
kuj, Bombay. 

27. Modi Industries Ltd, Modinagar (UP). 

28. The Managing Director, The Kerala 
Agro-Industries Corporation Ltd, 
Central Hospital Road, Trivandrum. 

29. Pintpak Machinery Limited, Link Road, 
Faridabad (Haryana). 

30. J.K. Satoh Agricultural Machines Ltd, 

(F) Kalpi Road, Kanpur. 


31. Shri DD. Lakhanpal, 29, New Queens 
(F) Road, Bombay. 

32. Shri Pavan Kumar Poddar, 18, Rabind- 
(F) ra Sarani, Calcutta. 

33. Jairamdas Udyog (P) Ltd, 17-A/l, 

(F) Asaf Aii Road, New Delhi. 

34. Shri Ajit Chakraverty, Promoter, Nara 
(F) Chakraverty P. Ltd, 13, Debi Chow- 

dhury Road, Calcutta. 

35. Heatcx Product (P) Ltd, II, Bank 
Street Fort. Bombay. 


Societa per Azioiii Meccanica Wi Pre- 
cisionc S.A.M.P., Bologne, Italy. 
Societa Italo Sivizzers Materialai Ab- 
rasivi, Italy. 

Ttalviscosa Eastern Trading, S.P.A., 
Italy 


INDIA—JAPAN 

(i) Nippon Parts Co., Japan, 

(ii) New Cosmos Elec. Co. and 

(iii) Starvox Co. Ltd, Japan. 

Shiratori Pharmaceutical Co. Ltd, 
Japan. 


Shin-Etsu Chemical Industry Co. Ltd, 
Tokyo, Japan. 

Takasago Industry Co. Ltd, Japan. 

Suzuki Metal Industry Co. Ltd, 
Japan. 

Mitsubshi Shoji Kaisha Ltd, Japan. 

Mitsubishi Shoji Kaisha Ltd, Japan. 

Mitsubishi Shoji Kaisha Ltd, Japan. 
Kubota Ltd, Osaka, Japan. 


Kawashima Packaging Machinery 
Ltd, Tokyo. 

(i) Satoh Agricultural Machines Mfg. 
Co. 

(ii) Sumitomo Shoji Kaisha Ltd, 
Osaka Japan. 

Umeda Electronics Laboratory Inc. 
Tokyo, Japan. 

Yai Dry Battery Ltd, Tokyo, Japan. 

Yai Dry Battery Co. Ltd, Tokyo, 
Japan. 

Nara Grinding Machinery Works Ltd, 
Tokyo, Japan. 

Tabai Mfg. Company Ltd, Japan. 


INDIA—NETHERLANDS 


36. Andhra Farms Chemicals Corporation Phillips Dunphar, Amsterdem, Nether- 
Ltd, Venkatarayapuram, Tanuku, W. land. 

OoJavari Dislt. (AP) # 

INDIA—NORWAY 

37. Mikro Mech Industries, 20, Union Park, Ulstein Propeller, A.S., Ulsteiavik, 
Chembur, Bombay. 


(F) Indicates cases involving financial participation also. 


Ttem of manufacture 

Sophisticated wire drawing machines 
Resinoid bonded grinding wheels. 

Nylon textile yam. # 

Electrolytic capacitors, carbon film 
resistors, potentiometers and paper 
cones for loud speakers. 

Caffeine. 

* 

* 

Expansion of caustic soda plant. 

Decorated porcelain tableware. 

Special types of steel wires. 

Dry cells. 

Dry cells. 

Dry cells. 

‘Kubota’ power tillers and ‘Kubota’ 
diesel engines. 

Packaging machinery. 

Satoh power tillers. 

Tunning indicators. 

Dry cells. 

Dry cells. 

Establishment of a consultancy engin- 
neering firm. 

Test chambers. 

* 

BHC technical. 

CP propeller with gear boxes. 

{Contd.) 
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SI. No. 


Nome of the Indian company 


Name of the foreign company 


' Item of manufacture 


INDIA—SPAIN 

38. Hiralal Gokaldas Dalai and Co., 45, Eurokote, S.A. Leiz (Navarra) Spain. High gloss cast coated paper. 
Nagdevi Cross Lane, Bombay. 


INDIA—SWITZERLAND 

39. The Managing Director, Praga Tools George Fisher Ltd, Schaffhausen, Model-18 copying lathes. 

Ltd, Secunderabad. Switzerland. 

40. Scindia Workshop Ltd, ‘Scindia House,’ MacGregor AG, Swzerland. Hatch covers. 

Ballard Estate, Bombay. 

41. Karamchand Premchand (P) Ltd., Inter-Sakaphen Corporation, Gmbh, Coating and lining of heat exchangers, 

Shahibagh House, Shahibagh, Ahmeda- Switzerland. reaction kettles. 

bad. 

42. Advani-Oerlikon P. Ltd, Radia House, Oerlikon Electrodes Buchrle Ltd, Tubular welding rods. 

6, Rampart Row, Fort, Bombay. Birchstrasse, 230, Zurich 8050, Switzer¬ 

land. 


INDIA—UK 

43. Industrial Electronics, 9, Varsha, 69-B, Sintered Glass to Metal Seal Pvt. Ltd, Glass to metal seals. 

(F) Napean Sea Road, Bombay. UK. 

44. Premier Irrigation Equipment Pvt. Ltd, David Brown Tractors Ltd, England David Brown tractors. 

3, Netaji Subhas Road, Calcutta. 

45. Kersons Mfg. Co. of India Ltd, Gopal Midland Electric Manufacturing Co. Rights issue raising the total share 

(F) Niwas. Lohar Chawl, Bombay. Ltd, UK. capital of the company. 

46. UshaAutomobiles & Engg. Pvt. Ltd, Silent Channel Products Ltd, Ferrars Flocked channels. 

14, Princep Street, Calcutta. Road, Huntingdon, UK. 

47. New tferaco Engg. Products Pvt. Ltd, Towler Hydraulic? Ltd, UK. Hydraulic control valves. 

Udyambag Industrial Estate, P.O. 

Udyambag, Belgaum (S.C. RIy.). 

48. Shri S.K. Dass, 21-A Janpath, New Sterilin Ltd, UK. Disposable plastic medical wares. 

Delhi. 

49. The Managing Director, Hindustan Standard Telephones & Cables Ltd, Type 174 coaxial cables. 

Cables Ltd. P.O. Hindustan Cables, UK. 

Distt. Burdwan (W Bengal). 

50. Glaxo Laboratories (India) Ltd, Dr. Glaxo Group Ltd, UK. Magestrol acetate. 

Annie Besant Road, Worli, Bombay. ' 

51. The A.P.V. Engg. Co. Ltd, 2, Jessore A.P.V. Holdings Ltd, Maner Royal, Evaporators and keeglas chemical 

Road, Dum Dum, Calcutta. Crawley, Sussex, England. equipment. 

52. Chemical & Fibres of India Ltd, 19 I.C.I. Ltd, London, UK. Polyester staple fi bre. 

Wittet Road, Ballard Estate, Crescent 

House, Bombay. 

53. Mahidra & Mahindra Ltd, Worli Road, Painton & Co. Ltd, UK. Multipin connectors. 

No. 13, Worli, Bombay. 

54. Automobile Products of India Ltd, Lai British Leyland Motor Corporation Agricultural tractors. 

(F) Bahadur Shastri Marg, Bhandup, Bom- Ltd, London. UK. 

bay. 

55. Shri Ashok Rambhai Patel, C/o Dr London Electrical Mfg. Co. Ltd, Styroflex capacitors. 

Satish D. Patel, 535, TUak Road, London, UK. 

Ahmedabad. . 

56. Shri B.N. Kapoor, C/o Crosslcy Sc To- Spiraflite Ltd, UK. Grain storage silos. 

(F) wersPvt. Ltd., 7-A, Lower Circular 

Road, Calcutta. 


INDIA—U.S.A. 

57. Dai-ichi-Karkaria Pvt. Ltd, Liberty Atlas Chemical Industries Inc. USA. (i) Alkyl-phenol. 

(iF) Building, New Marine Lines, Bombay. (ii) Polyether polyols. 

(iii) Sorbitol mannitol. 

58. Camphor & Allied Products Ltd, P.O. William Timm Consulting Engineer, Process for turpentine superfractiona- 

Clutterbuckganj, Distt. Bareilly (UP). USA. tion. 

59. Hindustan Antibiotics Limited, Pimpri, American Home Products Corpora* Semi-synthetic penicillin. 

Poona; tion, USA. • 


(F) Indicates cases involving financial participation also. 


(Contd.) 
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SI. No. Name of the Indian company Name of the foreign company Item of manufacture 


60. The Delhi Cloth & General Mills Co. Chemtex Fibres, USA. J Nylon tyre cord. 

Ltd, Bara Hindu Rao, Post Box No. 

1039, Delhi. 

61. ACE Tools Pvt. Ltd, 101, Nagdevi Scully Jones of USA. Machine tool accessories. 

Street Second Floor, Bombay. 

62. National Rayon Corporation Limited, Chemtex Fibres USA. Nylon tyre cord. 

P.B. No. 200, Ewart House, Bruce 

Street, Fort, Bombay. 

63. Managing Director. Bharat Heavy Nooter Corpn. USA. Layered vessels. 

Plates & Vessels Ltd, P.B. No. 100, 

Vishakhapatnam (AP). * 

64. instrumentation Engineers, B-4, Co-pe- Brooks Instruments Division, Emerson Rotameters and their accessories, 
rative Industrial Estate, Balanagar, Electric Co., USA. 

Hyderabad. 

65. Larsen & Toubro Ltd, L & T House, Mcneil Akron, USA. Rubber processing machinery. 

(F) Ballard Estate, Bombay. 


INDIA—U.S.S.R. 

66. Chairman, Heavy Engineering Corpn. Veesojunojo Export Import licensin- Continuous casting machines of the 
Ltd, Ranchi. torg. Moscow, USSR. radial and curvilinear type. 

INDIA—WEST GERMANY 


67. Shri P.C. Rao, C/o. Precision Gears Hassia Verpackungs Machinen GmbH, Strip packing vacuum forming ma- 

(F) Ltd, 3rd Floor, Tecicon House, Dr E. W. Germany. chines. 

Moses Road, Bombay. 

68. Bharat Fritz Werner (P) Ltd, Pecnya, Maschinenfabrik Johannisberg, West Printing machinery. 

Bangalore. Germany. 

69. Chairman, Heavy Engineering Corpora- Megenscheidt of West Germany. Special machine tools, 

tion Ltd, Ranchi. 

70. Vulcan Engineering Pvt. Ltd, Maha- Universal Industries Ofenbau GmbH, Walking beam, furnaces etc. 
laxmi Chambers, Bhulabhai Desai West Germany. 

Road, Bombay. 

71. Shalimar Wires & Industries Ltd, Mr Karl Ulrich Schuster, West Fourdenier wire cloth from synthetic 

27-A Camac Street, Calcutta Germany. fibres. 

72. J.K. Steel Industries Ltd, Development C. Kuhbier & Sohn of West Germany. Cold rolled strips. 

Department, Nehru House (3rd Floor) 

4, Bahadur Shah Zafar Marg, New 
Delhi. 

73. SuhridGeigy Limited, P.O. Box No. 48, Krebskosmo GmbH, Berlin, 28 West Phthalic anhydride. 

Baroda. Germany. 

74. Rajgarhia Brothers, 2427, Billimaran, Dr Illing, West Germany. Nylon moulding power. 

Delhi. 

75. National Machinery Mfrs. Ltd, 81-83, Barmag Barmer Maschinenfabrik Ak- Machinery for production of artificial 

Veer Nariman Road, Bombay. tiengesellschaft, WestGerany. fibres. 

76. Laldee fP) Ltd, Vijay Press Building, Prinz & Kremer, West Germany. Combined rolled iron and steel flats/ 

Naya Bazar, Delhi. bars. 

77. Madhya Pradesh Industries Limited, Ringsdorff Werke GmbH, West Ger- Midget electrodes. 

C/o Straw Products Ltd, 4, Bahadur Germany. 

Shah Zafar Marg, New Delhi. . 

78. Dharmsee Parpia, Amjad Manzil, 62/64 Rohm & Haas GmbH, West Germany? Tanning auxiliaries based on 

enzymes 

(F) Sembudoss Street, Madras. 

79. Fertilizers & Chemicals Travancore Ltd, Chemiebau Dr A- Zieren GmbH, Purchase of technical know-how etc. 
Eloor, Udyogamandal, P.O. Kerala. Koln-41, Aachener Stfasse, West for setting up a sulphuric acid manu- 

Germany facturing plant. 

80. Brenford Electric India Ltd, Calcutta. . Issue of right shares to non residents. 

( F) 

81. E. Merck (India) (P) Ltd, Bombay. .:. Allotment of shares ; to non-residents 

(F) * due to increase of share capital. 


( F) Indicates cases involving financial participation also . 
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We need 55 million 

tonnes of milk a year. 
Wfe have only 20 million 

so we plan to make things look 
brighter in the milky way 


In the U.S. 22 million cows can supply 55 million tonnes 
of milk a year. We have about 80 million cows. Milk 
production—only 20 million tonnes. So, even the bare 
requirement of one cup of milk a day is beyond 
most of our 560 million people. How can we make 
things look brighter in the milky way. The 
answer is better feed. We don’t make the feed 
but we manufacture cattle feed plants. Practically 
all the plants in India were set up by us. 

That’s one industry Dairy is another. Since' 

1938 we have been the first to give the dairy 
industry a variety of equipment. They include 
automatic bottling plants, condensed milk plants, 
bulk milk coolers, can washers, large road milk 
tankers, storage tanks, evaporators and spray/ 
driers, pasteurizers...In fact we supply the 
cream of industrial equipment to 
every vital industry—oil and 
minerals, power and agriculture, 
chemicals and fertilizer, iron and 
steel,cement, paper, sugar... 
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IT seems as if there is, in our midst now, a whole pack of dogs barking up a whole 
wood of wrong trees. Take, for instance, the resentment and scorn some of us 
have been moved to express over the World Bank's handling of the report of its 
team which went to Pakistan to study that country’s request for development 
aid. The critics have found fault with Mr Robert McNamara, the President of 
the World Bank for attempting to supress the disclosures of this team about the 
political and economic shambles to which the generals of Islamabad have reduced 
Pakistan by unleashing their armed forces on the people of East Bengal. Their 
contention seems to be that the President of the World Bank should not only 
have forwarded this report to members of the Aid Pakistan Consortium but also 
not come in the way of its receiving the widest global publicity through the press 
or otherwise. 
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Such of us us have been arguing in this manner either do not know what 
they are talking about or are wilfully trying to mislead public opinion from pro¬ 
pagandist motives. That there is ground for suspecting their bonafides is shown 
by the fact that Mr McNamara has been charged, without any proof whatsoever, 
of having surrendered both his conscience and his judgment to what is claimed to 
be the convenience of the US government’s diplomacy in dealing with the situa¬ 
tion in East Bengal. It is not surprising that, in the prevailing mood of our coun¬ 
try, such accusations of the World Bank or its president are liable to be seriously 
regarded as evidence of its or his inability to function independently where con¬ 
siderations of western power politics arc brought into play. Considering the 
great role which the World Bank has been playing in our economic and other pro¬ 
gress consistently over the years, wc surely owe it to ourselves to evaluate ob¬ 
jectively the current campaign of vilification which is being carried on against 
that institution, and in particular its eminent president, whose dedication to the 
ideals of the Bank is or, at least, must be above controversy. 


The most important relevant fact about the World Bank is that it is not an 
international institution designed or intended to be a judge of political situa¬ 
tions, delivering political verdicts on the conduct of the governments of countries 
to which it has given assistance or which are seeking assistance from it. Al¬ 
though in evaluating the development needs, capabilities or prospects of a country, 
the World Bank’s investigating team is certainly expected or even entitled to re¬ 
port to the policy-makers of the Bank on the totality of the circumstances prevail¬ 
ing in that country, the basic obligation of the Bank itself is to concern itself with 
or otherwise handle the data gathered for or by it only to the extent such material 
is relevant to its formulating its recommendations on the issue of aid. If there is a 
political stand to be taken by an international institution on the situation in East 
Bengal or if there is a moral view-point to be expressed by any organ of the 
world community, it is clearly United Nations and its secretariat that must be 
thought of in this context. To put it bluntly, if there is a grievance to be aired 
on this score—as there undoubtedly is it should more properly have been 
addressed to that bogus Buddha U Thant, who has even failed to earn his salary 
in the discharge of the responsibilities which certainly belong to the Secre¬ 
tary-General of the United Nations with regard lo the genocide which is being 
carried out in East Bengal. 

The second point we have got to bear in mind in evaluating the conduct 
of the World Bank or its president is that, whenever a team of the Bank visits 
a country which has sought development aid, it docs so at the instance and on the 
invitation of the government of that country. Its functioning in that country and 
the handling of its report by the Bank are consequently governed by the nature 
of the relationship which must necessarily exist between the Bank on the one 
hand and the client-country on the other. This is all the more important be¬ 
cause the findings of a World Bank team being only in the nature of an expres¬ 
sion of its view r s to the Bank's president in the first instance and the Bank’s 
board of governors ultimately, they are clearly subject to the limitation that they 
may not be accepted as the official view of the Bank or accepted only with 
reservations or in a modified form. When this is the case, the president of the 
World Bank would have been guilty of a gross violation of the proprieties 
of his institution's relations with its member-countries had he made himself 
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a party to the team’s report being 
released to the press or otherwise 
made public for purposes of political 
exploitation. 

The fact that the Yahya regime in 
Islamabad has behaved and is continu¬ 
ing to behave in the most inhuman and 
savage fashion by indulging in the mass 
slaughter of the people of East Bengal 
has clearly influenced the sentiments 
and reactions of many of us in judg¬ 
ing the conduct of the World Bank 
or its president. But this is surely 
not a valid way of looking at the 
manner in which the president of the 
World Bank has chosen to discharge 
his responsibilities in an extremely 
difficult situation, it is not irrelevant to 
recall here the fact that there had been 
occasions previously when the views 
expressed by World Bank teams on 
the performance of our cconoin) 
or the economic policies of our govern¬ 
ment had not been flatterning or con¬ 
venient to us. On those occasions we 
had rightly insisted on the reports not 
being treated as public documents. 
There can be little doubt that there 
would have been storms of protest in 
our country had the World Bank made 
itself officially responsible for giving 
currency to the views expressed in 
certain reports of Bank teams which 
had from time to time investigated 
various aspects of our economy or 
our manner of utilisation of develop¬ 
ment aid received over the years. Let 
us not ignore the fact that there may 
also be many occasions in the future 
when we may be grateful to the World 
Bank for acting on the principle of 
confidential relations between member- 
countries and itself. 

Jn any case, let us not forget that, 
on the one real issue of substance, which 
is whether the regime in Islamabad is 
entitled in its present circumstances to 
ask for and receive development aid 
on behalf of Pakistan and particularly 
East Bengal, the World Bank has not 
only taken full and proper note of the 
findings of its team but has given a 
bold lead to its member-countries by 
firmly recommending that the regime 
m Islamabad is not in a position now 
to receive and make proper use of de¬ 
velopment aid and that aid to Pakis¬ 
tan should therefore remain suspended 
until that country and its government 
is once again capable of employing it 
lor the economic progress and welfare 
of its people. It is true enough that 
there will have to be other pressures too 
on Islamabad and many more means 
as well of making Yahya Khan and his 
fellow criminals not only stop the geno¬ 
cide in East Bengal but also pay for 
the crimes against humanity which they 
have been committing all these days. 
This mission, no doubt, is an interna¬ 


tional responsibility but our country 
obviously has special reasons and obli¬ 
gations for working for the launching 
of it. This is abigjenough task for 


The genera l optimism that in view 
of the nearly three-fold increase in 
our exports of engineering goods from 
Rs 41 crorcs to Rs 115 crores in a span 
barely of three years -1967-68 to 1970- 
71 - the launching of the general 
scheme of preferences and the mount¬ 
ing labour costs in the developed 
countries, the task of raising these 
exports to Rs 165 ciores this year, Rs 
210 crores next year and Rs 250 crores 
in 1973-74, as targetted, is well within 
our reach, indeed, has received a severe 
jolt from the distressing news of the 
collapse of one-third roof of the steel 
melting shop at Rourkela. This major 
mishap, unprccendented in the history 
of the steel industry in the country, 
will, according to the union Ministei 
of Steel , Mr Mohan Kumaramangalam, 
result in a sharp reduction in pro¬ 
duction at this plant; the damage, 
it is felt, may take from four to six 
months to be fully repaired. With 
the Durgapur steelworks and the Indian 
Iron and Steel Company’s plant already 
experiencing difficulties due to labour 
indiscipline and various other factors 
too w'ell known to be recounted here, 
the domestic supply position of steel 
can be expected to dwindle substantially. 
The position may become extremely 
acute if the fears expressed in certain 
circles that Bhilai steel plant may 
also run into difficulties in the near 
future comes out to be true. 

To some extent, the shortfall in do¬ 
mestic production will be mitigated 
by increased imports, as envisaged by 
the Minister for Steel in his statement 
made in the Lok Sabha last week 
communicating the news of the Rour¬ 
kela mishap to the House, and also by 
the start of the supplies from abroad 
contracted last year. But there can 
be no denying the fact that serious 
shortages of this basic raw material 
for the engineering industry would 
adversely affect exports, particularly 
because the fall in the domestic output 
will be in the flat products which are 
already in short supply. The Steel 
ministry's sincere efforts at establishing 
a complete rapport with the industry 
with a view to removing the unneces¬ 
sary irritants and distribution bottle¬ 
necks. thus, may not yield the expected 
tesults. On the contrary, the steel 
distribution policy may have to under¬ 
go some change. 

In this revision of policy, careobvi- 


us. Let us, therefore, not waste 
our energies in displays of ignor¬ 
ance, immaturity, prejudice and 
petulance. 


ously has to be taken not to compli¬ 
cate the matters for the industry unduly. 
Even at present, when the supply posi¬ 
tion of steel is not so acute as it may 
become in the near furture, the indus¬ 
trialists, both small and big, voiced 
several complaints ,at a seminar or¬ 
ganised by the Engineering Export 
Promotion Council (EEPC) here re¬ 
cently. Apart from the general comp¬ 
laint of tight steel supply position, it 
was pointed out that the present distri¬ 
bution system under which priority is 
allocated by the Steel Priority Com¬ 
mittee, is time-consuming and incom¬ 
patible with the needs of export. The 
minimum lime lag between the indenting 
of steel and the actual supply is# at 
least eight months and even then there 
is no assurance that the requisite sup¬ 
plies would be made. The complaint 
was more serious from the smaller 
industrial units whose fequirements are 
catered for by the stockyards. In this 
connection, the suggestion of the chair¬ 
man of the seminar, Mr Raunaq Singh, 
in his opening address that a specific 
quantity of steel of various categories 
should be reserved and placed at the 
disposal of the EEPC for allocation 
deserves a trial. The association of the 
EEPC with the discussion in the Joint 
Plant Committee (JPC) regarding the 
rolling programmes to be undertaken 
by the steel plants should help in the 
rationalisation of the production pro¬ 
grammes. On its part, the industry, as 
the Secretary for Steel, Mr H. C. Sarin, 
pleaded at the seminar, would do well 
in making its requirements more stan¬ 
dardised than hitherto so that not 
only the domestic production is raised 
to the maximum but also imports can 
be made less expensive. 

Another serious complaint voiced 
at the seminar related to the earnest 
money—10 per cent of the value of 
steel indented against EEPC recom¬ 
mendations—required to be deposited 
with the JPC by exporters. Although 
the Steel Secretary stressed that the 
system of eaftiest deposits could not 
be dispensed with in the interest of 
obviating exaggeration of indents, the 
contention of the exporters that this 
deposit entailed rise in their costs— 
loss of interest on the deposit had to 
be made up somehow—cannot be 
lightly brushed aside. In the case of 
indents recommended by the EEPC 
on replenishment basis against exports 
that have already been effected, the 
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extent of steel consumed in the exported 
products is correctly known. Similarly, 
wherever steel is recommended by the 
EEPC on advance basis against, 
overseas orders the quantity can be 
correctly ascertained. The grant of 
exemption from the stipulation of ear¬ 
nest money foi steel indents against 
export orders, thus, can bo easily gran¬ 
ted, as no exaggeration in these indents 
can be indulged. 

There were complaints at the semi¬ 
nar regarding the supply of billets, 
protection of export contracts, re¬ 
imbursement of the diffeience between 
the JPC prices and international pi ices 
of steel to the exporters, etc. But since 
Mr Sarin observed that these could be 
looked into, we may not dwell on them 
at any length here. Suffice it say 
that amicable solutions to these prob¬ 
lems would be found soon. In view 
of the shortages of domestic steel be¬ 
coming more acute, however, it must 
be emphasised that the EEPC and 
the exporters ought to co-operate more 
closely with the canalising agencies 
in the planning of imports. Canalisa¬ 
tion of imports of steel, as also of 
many other commodities, has come to 
stay; a discussion on the subject at 
present will amount to entering into 
a sterile controversy. There is a good 
deal of justification in the Steel Secre¬ 
tary’s grievance against the consumers 
of imported steel. After imports had 
been arranged by the State Trading 
Corporation and Hindustan Steel last 
year in close consultation with the 
engineering industries concerned, the 
material is not being lifted. The in¬ 
dustries perhaps gave too optimistic 
requirements. The mistake, even though 
inadvertent, has to be scrupulously 
avoided lest the credibility gap bet¬ 
ween the government or the canalising 
agencies and the industries widens. 

Considering the long lead time in¬ 
volved in the arranging of imports as 
well as domestic supplies, the plea of 
the Steel Secretary that the consuming 
interests should plan their indents well 
in advance, as far as possible, cannot 
but be endorsed. The same is the 
case with Mr Sarin’s advice for greater 
selectivity in exports of engineering 
goods. The indication given by him 
that in course of time the government 
will start encouraging the exports of 
items in whose case the added value is 
higher and restricting exports of those 
which are steel-intensive deserves per¬ 
tinent note by the industry. It is, 
however, hoped that this step will be 
taken only after providing enough time 
to the industry to readjust itself. The 
unnecessary curbing of the present 
exports of those items in which the 
steel content is high and the added 
value not very large may result in the 
loss of overseas markets so assiduously 
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built up in the recent past. The exports 
'of items in which the value added is 
high, of course, can be encouraged 
through special allocations of steel 
as and when required, even through 
stepping of imports. In the long run, 
Mr Sarin’s proposal, of course, will 
have to be adopted. 

It may be argued by some that the 
reduced supply of domestic steel should 
not affect our exports of engineering 
goods (for the requirements on this 
count will not be very large) and the 
cut in allocations should be for the 
domestic consumption alone. But it 
needs to be pointed out that the conse¬ 


nt 

quences of such a policy would be very 
adverse to the price line which has 
tended to go up at an alarming rate 
following this year's central budget 
and the large inlux of refugees from 
Bangla Desh. The increase in domes¬ 
tic prices inevitably will have its impact 
on exports in general. The govern¬ 
ment, therefore, has to draw up its 
steel imnort programme quite realisti¬ 
cally. Tie efforts at raising the do¬ 
mestic steel output, of course, need to 
be pursued relentlessly. The political 
overtones of the unhealthy industrial 
relations at Durgapur and IISCO’s 
works particularly have to be firmly 
dealt with. 


Working of Deposit Insurance 


With many of the co-operative banks 
also being now covered by the 
provisions of the Deposit Insurance 
Corporation Act, the working of 
the Deposit Insurance Corporation 
(DIC) is bound to attract wider notice, 
if not interest. Although champions of 
nationalised banks may not relish the 
implication, the fact remains that a 
large section of bank clientele feel, 
especially since the Rs 60-lakh episode 
in the State Bank of India, New Delhi, 
the need for a guaranteed repayment 
of their deposits with the nationalised 
banks is as great as, if not greater than, 
for their deposits with the non-nation- 
alised banks. It is just as well, there¬ 
fore, that even the nationalised banks 
are among the insured banks. But 
even now, certain categories of deposits, 
such as deposits of foreign governments 
and central and state governments, are 
not insured by the corporation, but 
there would appear to be no compell- 
ingly justifiable reason to exclude them. 
If only because their inclusion would 
add to the corporation’s premium in¬ 
come, it is perhaps worth considering 
whether these deposits also should not 
be covered by the Corporation’s gua¬ 
rantee. It may be argued that de¬ 
posits of foreign governments stand in 
a special category, but, inasmuch as 
no such deposits can remain unpaid, 
albeit for reasons of prestige, there is all 
the more reason why these deposits too 
should be insured by the corporation. 
The ninth annual report on the working 
of the corporation, released recently, 
docs engender the hope that the cor¬ 
poration can, and is also in a position 
to take on the additional risk. 

According to the latest annual re¬ 
port of the corporation, the number of 
fully protected accounts (that is, those 
with balances not exceeding R$ 10,000) 
as on the last Friday of September, 
1970 was 2,31,65,196, which represen¬ 
ted a spurt of 45,56,145, the highest 


increase over any 12-month period since 
the corporation commenced opera¬ 
tions. This, of course, is due to the'rai¬ 
sing of the limit of the balance from Rs 
5,000, which held good until March 
31, 1970, to Rs 10,000. This number 
should be considerably higher now with 
the inclusion of the deposits of 382 co¬ 
operative banks in the states of Maha¬ 
rashtra, MPand AP and the union 
territory of Goa, Daman and Din. 
It would grow further still when the 
deposits of all the 1,318 co-operative 
banks in the country come to be covered 
by the scheme, as it must be. Mean¬ 
while, one is amazed how some of our 
state governments, all of whom swear 
by the interests of the small man, still 
need to be goaded by the Reserve Bank 
of India to enact the necessary legisla¬ 
tion in their states and enable the DIC 
to extend the benefit of the scheme to 
as many eligible co-operative banks as 
possible. 

Be that as it may, it is a matter of 
gratification that the percentage of the 
insured deposits to total assessable de¬ 
posits has steadily risen (except for a 
fractional decline of 0. t in 1964) from 
23 1 in December, 1961 to 69 1 in 
September, 1970. Similarly, the percen¬ 
tage of fully protected deposit accounts 
to the total number of deposit accounts 
at 96 4, which is the highest, compares 
with 78.5 in December, 1961 and the 
nine-years’ low of 76 4 in September, 
1965 and September, 1966. As on Sep¬ 
tember 30, 1970, fully protected de¬ 
posits constituted 45 8 per cent and 
partly protected deposits constituted 
54.2 per cent of the total assessable 
deposits. 

For obvious reasons, the proportion 
of accounts as well as of deposits fully 
covered by the insured limit tended to 
be higher in the case of smaller sized 
banks than in that of larger sized ones. 
Thus, the proportion of iully protected 
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accounts to the total number of 
accounts varied from 96.0 per cent to 
97.1 per cent in the case of banks with 
assessable deposits of Rs 25 crorcs 
and over, whereas it was as high as 
99 per cent in the case of banks 
with assessable deposits of one crore 
rupees or less; the respective figures 
of the percentage of insured deposits 
to total assessable deposits were 49.0 
to 65.2 per cent and 77 5 per cent. 

It may seem paradoxical that, while 
the extent of cover (i.e. percentage of 
insured deposits to total assessable 
deposits) has been rising, the number 
of insured banks has been declining. 
At the time of the establishment of the 
DIC (1961) the latter was 287 but at 
the end of 1970, the number had fallen 
to just 83, mainly as a consequence of 
the Reserve Bank’s policy of reconst¬ 
ruction of small banks with a view to 
making the banking system more viable. 
It remains to seen how these 83 banks 
will ensure the effective supervision of 
the greatly increased number of 
branches compared to the larger num¬ 
ber of banks and their fewer number 
of branches. The problem poses a 
challenging task indeed. Some idea of 
the problem could be had from the 
extent of assessable deposits of the 206 
banks whose registration was cancelled 
(at the time of such cancellation). 
This was as much as Rs 80.26 crorcs. 

Commensurate with the increase in 
the amount of assessable deposits in 
1970, the DIC's income from insurable 
premium also rose from Rs 230.73 
lakhs in the previous year to Rs 266.70 
lakhs. The corporation had a higher 
income from its investments also — 
Rs 84.80 lakhs in 1970, as against 
Rs 71.75 lakhs in 1969. Out of this 
aggregate income of Rs 351.80 lakhs, 
after providing for depreciation in the 
value of investments, as also for esti¬ 
mated insurance loss in respect of claims 
paid, a sum of Rs 316.80 lakhs has 
been transferred to the Deposit In¬ 
surance Fund, which stands (as at the 
end of 1970) at Rs 1,731.27 lakhs. 
Accordingly, the percentage of the 
Fund to insured deposits was 0.51 per 
cent, while that of the Fund to assess¬ 
able deposits was 0.32 per cent. The 
corresponding percentages in 1962 were 
0 20 and 0.05, respectively. 

In dealing with the DIC’s working 
during any year, a particularly impor¬ 
tant point that requires to be looked 
into is the number of insured banks 
whose registration is cancelled and the 
extent of liability imposed consequent¬ 
ly on the corporation. In 1970, the 
registration of two banks (both Delhi 
banks, by the way) — National Bank 
of Lahore Ltd, # Delhi — and Punjab 
& Kashmir Bank Ltd, Delhi — was 


cancelled. However, it was only in 
respect of the National Bank of Lahore,' 
Ltd that the corporation’s liability (to 
pay or make provision for claims) was 
attracted to the tune of Rs 9.69 lakhs. 
But depositors of the said bank were 
paid in full by the State Bank of India 
with which this Bank was amalgamated 
under Section 45 of the Banking Regu¬ 
lation Act, 1949. During the year of 
report, the corporation also paid or 
provided for payment of Rs 46.40 lakhs 
to depositors of the Bank of Bihar 
Ltd. Thus, the total claims paid or 
provided for by the corporation during 
1970 amounted to Rs 56.09 crores, 
raising the total of such claims since 
the corporation’s inception to Rs 
113.12 lakhs. As against this, the cor¬ 
poration was reimbursed by the trans¬ 
feree banks to the extent of Rs 1.82 
lakhs in 1970 and Rs 37.54 lakhs 
since the start of the DIC, so that the 
net amount of claims paid or provided 
over all these nine years past aggre¬ 


gated no more than Rs 73.58 lakhs. 
This works out to an annual average 
of about Rs 8.4 lakhs, or less than 3.5 
per cent of the corporation’s total in¬ 
come in 1970. 

The position of the corporation’s 
Deposit Insurance Fund was satis¬ 
factory, with a balance to its credit of 
over Rs 17.31 crores as on December 
31, 1970. It is a moot point whether 
the same comfortable position would 
have continued had the DIC also taken 
on the comprehensive insurance scheme 
to cover the credit risks incurred by 
lending banks in granting loans to 
relatively neglected sectors as had been 
recommended by the working group 
constituted by the government of India 
in this behalf. The corporation need 
not very much regret, therefore, the 
entrusting of this rather more risky 
scheme to the Credit Guarantee Cor¬ 
poration of India Ltd, registered early 
this year. * 


Paucity of Paper: Why ? 


The output of paper in this country 
multiplied almost five times from 
155,329 tonnes in 1954 to 753,000 
tonnes in 1970. Despite this sharp in¬ 
crease, shortage of paper — especially 
of white printing paper needed for 
educational textbooks and exercise 
books for students — persists. The 
price control over paper for nearly 
two decades was supposed to have 
hampered the growth of this industry 
because of inadequate return on capi¬ 
tal employed. It is legitimate to ask 
why after more than three years of 
decontrol of this industry the paucity 
of paper continues to harass the con¬ 
sumers. 

The government of India on its part 
took prompt action in issuing letters 
of intent and licences to prospective 
manufacturers of paper in our country. 
The Crash Programme Committee 
provisionally approved 22 schemes for 
increasing production in the existing 
mills by the provision of balancing 
equipment. If these licensees have so 
far failed to install the new manu¬ 
facturing units, the cause of the delay 
needs to be investigated. It is feared 
that the anticipated increase in the 
capacity of this industry to raise total 
production to 960,000 tonnes at the 
end of the fourth five-year Plan period 
would not materialise for a variety of 
reasons. 

It is widely known that the paper 
industry is capital intensive. For a 
unit having capacity to make 50 tonnes 
of paper every day, machinery worth 
Rs 10 crores is needed. In order to 


run a unit of this size, fixed plus work¬ 
ing capital of the order of about Rs 
15 crorcs is required. Many of the 
companies which have been given 
either letters of intent or licences to 
install paper manufacturing units are 
not in a position to mobilise capital 
of that order; that is why the capacity 
of this industry is not increasing at the 
anticipated pace. 

The Monopolies and Restrictive 
Trade Practices (MRTP) Act in this 
country has been a negative force in 
the sense that it has forbidden the 
growth of this industry through busi¬ 
ness houses which possess the capacity 
to mobilise the capital needed for it 
and also have the requisite technical 
know-how. It is necessary that the 
government should adopt a pragmatic 
approach in this matter if the threa¬ 
tened famine in paper is not to be 
allowed to raise its head in a few 
years. The policy of issuing licences 
for manufacturing paper to small and 
medium entrepreneurs has clearly fail¬ 
ed and if the present policy is conti¬ 
nued, there seems to be very little 
hope of any sharp increase in paper 
production so as to match the rising 
demand. The possibility of expansion 
in this industry at the expected rate 
lias been inhibited to a large extent by 
this factor though there ore a number 
of other reasons as well which have 
been equally responsible for the pre¬ 
sent state of affairs. 

A unit manufacturing 50 tonnes of 
paper can in no way be described as an 
economic unit. Some of the advanced 
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countries which have specialised in 
the production of paper have installed 
plants with capacity of a single unit 
at as much as 800 tonnes pf paper 
a day. We in this country do not have 
any unit of that size. In order to re¬ 
duce the cost per unit of paper, it is 
necessary that we must go in for larger 
units keeping in view the availability 
of raw materials, particularly bamboo 
and soft wood which are the most 
widely used raw materials for paper 
making. It is a pity that out of 57 paper 
mills in our country, hardly a dozen 
can be described as economic units. 

The paper industry has a formidable 
problem m obtaining its raw materials, 
namely rags, waste paper, agricultural 
residue (such as bagasse) and bamboo. 
At present bamboo is used by nearly 
three-fourths of our factories for mak¬ 
ing paper. But it is known that the sup¬ 
ply of bamboo will not keep pace with 
the demand for paper. Hence, wc have 
to shift to alternative sources of supply 
of raw materials. In this country we 
have discussed for a long time the 
feasibility of using bagasse for paper 
making which at present is being used 
by sugar mills as a fuel. The use of 
bagasse for paper making can take 
place only if the sugar mills are pro¬ 
vided with alternative fuels at compe¬ 
titive cost. Unfortunately, little work 
has so far been done in this direction. 

Again, it is necessary that the affores¬ 
tation policy of the government also 
should undergo a change so as to facili¬ 
tate the feeding of the paper mills 
with bamboo as well as soft woods. 
Currently, shortage of both these 
raw materials has forced sonic of the 
mills to resort to the use of hard woods. 
There is urgent need for an aggressive 
policy of afforestation so that the sup¬ 
ply of these raw materials for paper 
manufacturing industry js kept up. 
The recent tendency in some of the 
states to encourage plantations in 
place of forests is regrettable because 
it is harmful to smooth and steady 
growth of forest-based industries such 
as the manufacture of pulp and paper. 
For the promotion of paper industry 
in particular, it is essential that the 
states should work out their forest 
policies in close co-operation with 
industry. In their own interest, the 
paper manufacturing units would be 
interested in lending a helping hand so 
that the yield of raw material per hec¬ 
tare might be maximised. 

A word needs to be added about the 
supply of indigenous machinery for 
manufacturing paper. We have 13 units 
manufacturing paper machinery in 
this country which have a total annual 
capacity for fabricating machinery 
worth Rs 10 crores. There is no doubt 
that the policy of self-reliance and im¬ 


port substitution started in 1965 in 
the wake of Jndo-Pakistan hosti¬ 
lities needs to be continued 
so as to save valuable foreign 
exchange wherever it is possible but 
we must see to it that in the name of 
self-reliance we do not continue to 
install paper plants which are out¬ 
moded and tend to keep high the cost 
of manufacturing paper. In industrially 
advanced countries almost a revolu¬ 
tion in the manufacture of paper has 
taken place. It is necessary that we 
should keep in touch with trends in the 
manufacture of paper machinery in 
foreign countries and urge the indige¬ 
nous manufacturers also to take to the 
fabrication of machinery of new de¬ 
signs. 

If it is found that the indigenous 
manufacturers arc not capable of 
delivering machinery based on mo¬ 
dem technology at competitive prices, 
then the country should not fight shy 
of importing machinery which in the 
long run would be in the interests of the 
industry. As in the case of some other 
industries, the paper manufacturing 
units should be urged to export a part 
of their production so as to earn en¬ 
ough foreign exchange to cover the cost 
of imported machinery. Only through 
such a policy of imports designed to 
modernise our paper-making ma¬ 
chinery can we lay down the founda¬ 
tion for an efficient and modern paper¬ 


India has so far had industrial investment 
connexions of any importance only with the 
British who invested large sums under cir¬ 
cumstances all in their favour. Jn the future 
industrialization of the country, co-operation 
with other countries will become increasingly 
more important. India can perhaps also take 
part in foreign industries. Important deve¬ 
lopments in this direction however appear 
to have taken place in the field of Indian parti¬ 
cipation in foreign industry and vice versa, 
though the public and the press in this country 
have very successfully been kept in the dark. 
Some specific instances of industrial collabo¬ 
ration with Australia have been taken notice 
of in a book recently published, viz., 4 New 
Horizons in [Indo-Aust rattan Relations* by 
Bertram Stevens. These may be repeated here 
though no fully informative picture is as yet 
available. An Indian industrialist has recently 


making industry. Continuous reliance 
on machinery which does not measure 
up to the standards required in the 
world of today will put paper-making 
machinery in this country as well as 
the art of making paper far behind 
other countries. 

The central budget for the current 
year has given two blows to plans 
for the expansion of this in¬ 
dustry. Being a priority industry, the 
paper industry was entitled to special 
tax exemption at eight per cent which 
has now been reduced to five per cent. 
The scaling down of this incentive will 
reduce the profitability of this industry. 
Again, the notice served on all indust¬ 
ries that the incentive of development 
rebate would be withdrawn with dffect 
from June 1, 1974, is likely to slow 
down the installation of new paper 
units in this country. These two mea¬ 
sures have threatened the coming up 
of even those units in regard to which 
orders for the purchase of machinery 
have already been placed. 

Market circles have estimated the 
current shortage of paper at no more 
than 100,000 tonnes a year. If the 
government continues to pursue its 
present policy and does not take cor¬ 
rective action early, the gap between 
demand and supply would widen fur¬ 
ther leading to acute shortage of pa- 


formed his own proprietary company in Aus¬ 
tralia with the whole of the capital provided 
by himself, with the object of purchasing plant 
and equipment in Australia and examining 
possibilities of getting from Australian manu¬ 
facturers help by way of provisions of blue¬ 
prints, drawings and specifications, and cech- 
nical assistance including the training of Indian 
operatives. A very substantial contract has 
already been made by him with an Australian 
for the building of machinery and ancil¬ 
lary plant for the manufacture in India of 
complete sets of cotton textile machinery. 
Such developments, it appears, are being plan¬ 
ned by others as well. These moves would get 
the Indian industrialists to know the capacity 
of Australia and also help the Australian 
manufacturers to keep in touch with the de¬ 
tails of the vast industral development that 
is set moving in this country* 
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Pledged to serve people 
engaged in all vital sectors 
of the economy 

DENA BANK 

gives high priority to helping 

small industries 
progress and prosper 

DENA BANK is an active partner in the development of 
the vital sector of Small-scale Industries. Through its 
large network of branches DENA BANK is giving 
financial assistance to a large number of enterprising 
entrepreneurs, thereby helping them to produce more 
goods,to employ more people and to accelerate the pace 
of our country's all-round progress. 

Please visit the nearest DENA BANK Branch and 
enquire how DENA BANK'S Small-scale Industries 
Finance Scheme can help you also. 


DENA BANK 

Head Office: 

Oevkaran Nanjee Bldgs., 

17,Horniman Circle, Bombay-1 


In DELHI our Brunches at : 

Connaught Circus * Chandnl Chowk * Subzi Mandl 
* Najafgarh Road * Karol Bagh * Darya Ganj * G. B. Road 
We also hare branches at : Chhatarpor * Okhla 
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Bank Compensation in Perspective 

A CORRESPONDENT 


In some quarters there has been an 
attempt to create the impression that 
the payment of compensation to the 
erstwhile banks by the government was 
needlessly generous and that it could 
have paid to the different institutions 
much less than Rs 87.40 crores in the 
form of compensation bonds and cash. 
This impression is incorrect as suffici¬ 
ent allowance has not been made by 
the critics for the immense scope that 
exists for the growth in the stature of 
the banking system and, therefore, in 
the quantum of net earnings. Even in 
respect of J970, lor which year the acco¬ 
unts of 13 major banks are available 
and the unaudited figures of the 14th 
bank are also known, the performance 
has been quite encouraging. The 
government should have thought itself 
lucky to be in a position to recover a 
major part ^f the interest charges that 
have been borne by it on the debt crea¬ 
ted for nationalisation of banks. 

Indeed, it should be said that 
the effectiveness of this debt is 

much less than it U generally be¬ 
lieved as many ertswhile banks have 
been compelled to incur losses be¬ 
cause of the inability to cash their 
bonds, particularly the 5: per cent 
2,000 Loan at par. Some of the erst¬ 
while banks were, of course, fortu¬ 
nate in disposing of their holdings of 
Jong dated securities as, in pursuance 
of merger arrangements with industrial 
units, available resources were handed 
over to the units concerned on a loan 
basis. Some others had sold their bonds 
at par on the understanding that the 
proceeds would be kept with the pur¬ 
chasers, who were mainly the nationa¬ 
lised banks, as deposits for one year or 
thereabout. But there arc qute a few 
which have not been successful in dis¬ 
posing of the holdings because of an 
unhelpful policy pursued by the Reserve 
Bank and the anxiety of the buyers to 
secure favourable terms for them. 

Complicated Situation 

It is needless to say that the whole 
situation has been complicated by the 
decision of the Reserve Bank early 
this year to raise its lending rate to six 
per cent from five per cent. As it was 
felt that there was heavy pressure on 
the banking system and a dearer money 
policy had to be pursued, lending rates 
were raised by all the scheduled.com¬ 
mercial batiks even during 1970 aid 


more sharply in 19^1 after the Bank 
Rate was raised. There was also an 
adjustment in deposit rates which 
meant that there had to be a readjust¬ 
ment in the yield structure in the gilt- 
edged market. This process of re¬ 
adjustment is still taking place though 
immediately after the Reserve Bank’s 
announcement about revision of its 
lending rate, selling and buying rates 
for different central loans were refixed. 
In this process, a selling rate of Rs 
98.30 was fixed for the long-dated 5' 
per cent 2,000 Loan. It would have 
been normally expected that the Re¬ 
serve Bank would sell to the needy 
institutions like banks and provident 
funds, parcels of I his long-dated loan 
only if floating slocks were not availa¬ 
ble in the open market. Tt was also ge¬ 
nerally believed that it was the Reserve 
Bank’s responsibility to ensure the 
effectiveness of its open market opera¬ 
tions especially as the gilt-edged market 
was functioning under closed condi¬ 
tions. 

Long-Dated Loan 

The actual developments, however, 
have come about in an entirely different 
manner. Even now there are many 
erstwhile banks which are experiencing 
difficulty in disposing of the holdings 
of the long-dated loan as recently the 
central government issued the 30-year 
long-dated loan carrying interest at 
5f per cent with the issue price at 
par. As it was possible to invest free 
resources on a more advantageous ba¬ 
sis and secure a higher current and re¬ 
demption yield by 1/4 per cent, there 
has naturally been greater anxiety on 
the part of the Life Insurance Corpora¬ 
tion. provident funds and even banks 
to take advantage of the terms of the 
new long-dated loan. 

Some amount'* were invested in the 
short-medium dated loan and medium- 
dated loan which also carried an 
interest rate which was higher by 
I per cent as compared to 
analoguous loans. The net result 
of the new borrowing policy of the 
central government has been to depress 
prices for medium-dated and long-dated 
loans particularly as the open market 
operations of the Reserve Bank were 
not properly conceived and with the 
selling of new loans only at a slight 
premium on tap, fresh investible funds 
have been finding their way into the 


new loans and distress sales have had 
to be effected by the holders of 5\ 
per cent 2,000 Loan for securing a 
higher interest rate on deposits in 
meeting their commitments. It has 
thus happened that transactions have 
taken place recently in the open market 
at around Rs 97 for 55 percent 2,000 
Loan and there arc still some sizable 
parcels to be disposed of. The buyers, 
who are mainly the nationalised banks, 
have been dictating their own terms 
and in most cases even after a price of 
only around Rs 97 has been secured 
for this loan, the proceeds have been 
kept with the buying banks as fixed 
deposits for at least one year. 

These developments have been cited 
only to show that though theoretically 
the government would be adding to its 
debt burden to the extent of Rs 87.40 
crores it would be a substantial bene¬ 
ficiary on account of the repurchases of 
the loans effected by the major banks, 
of which it is the ultimate owner, at 
much lower than the issue prices. The 
losses sustained by way of capital de¬ 
preciation may be easily two per cent 
in the aggregate. Apart from the ad¬ 
vantage derived by the new owners of 
the compensation bonds in the shape 
of a higher percentage of income on 
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their outlay, the government itself has 
not been a net loser as it received Rs 
4.17 crores as its share of profits for 
1970 from the banks against Rs 2.33 
crores for the broken period in 1969 
after nationalisation and a sum of Rs 
4.36 crores received by the share-hol¬ 
ders of erstwhile banks by way of divi¬ 
dends, out of earnings for 1968. In 
order to cover fully interest charges 
payable on compensation bonds, 
around Rs 4.75 crores should have 
been received by the government. The 
shortfall was mainly due to the central 
bank which had to make heavy provi¬ 
sions towards bad debts and other un¬ 
covered liabilities. Four other banks, 
Allahabad Bank, Dena Bank, Indian 
Bank and Indian Overseas Bank also 
were unable to make the full contribu¬ 
tion due to inadequacy of profits. 
But the United Bank of India made its 
own contribution of 5.5 per cent while 
the remaining eight others could even 
raise their contribution, Canara Bank's 
share working out to as high as 7.7 
per cent on the compensation paid 
by the government to the correspond¬ 
ing erstwhile bank*. 

Aggregate Profits 

While it may be art 5 tied that there was 
a small shortfall in the government’s 
share of profits of ilie nationalised 
banks for 1970, it should not be over¬ 
looked that aggregate disposable pro¬ 
fits of all 14 hanks for this year were 
quite satisfactory at Rs 6 90 crores 
against Rs 5 98 crores for 1969 and 
Rs 6.28 crores for 1968. Thus, this 
clearly indicates that a sum of Rs 
2.73 crores has been credited to sta- 
tutorv reserves and the government is 
benefiting to this extent. If disposable 
profits are reckoned as a percentage 
of the compensation amount, the re¬ 
turn will work out to 7.89 per cent, 
which is much more than 5 5 per cent 
being the rate of interest on the long¬ 
dated 2,000 Loan. 

It cannot, therefore, be said that the 
government is a loser, even temporari¬ 
ly, as the earned profits arc quite siza¬ 
ble. It is also necessary to point out 
that the working results of the 14 
banks for 1970 wore exceptional in 
many respects. There was a sharp 
rise in operating expenses on account of 
massive branch banking and but for the 
jump in interest and other income to 
Rs 229.94 crores in 1970 from Rs 
184.01 crores in 1969 it would not 
have been possible to earn reasonable 
profits. There was a sharp rise in the 
salary bill to Rs 93 45 crores from Rs 
75.02 crores in the previous year and 
Rs 67.42 crores in 1968. This is a clear 
indication that higher emoluments and 
a larger work force were responsible for 
a big rise in administrative expenses. 

With higher lending rates on advan¬ 


ces being effective throughout 1 971 and 
a slowing of the pace of branch expan¬ 
sion, there is bound to be a big rise in 
disposable profits in the current year 
to even nine crore rupees in which case 
the return on compensation would 
be more than 10 per cent. If it is 
borne in mind that the disposable pro¬ 
fits are reckoned after providing for 
substantially larger amounts towards 
taxation, the government will gain im¬ 
mensely in the coming years as a result 
of a spectacular growth in the stature 
of the banking system. Even during 
1971, fresh additions to deposits are 
expected to be well over Rs 1,000 crores 


while in 1972 these may exceed Rs 
1,200 crores. There will necessarily 
be a faster growth in gross income and 
if the new branches start paying their 
way, net earnings may even be double 
those of 1970, after three or four years. 
It is, therefore, wrong to argue that 
bank nationalisation has been un¬ 
profitable and the compensation amo¬ 
unt has been unduly generous. If any¬ 
thing it is unduly ungenerous especi¬ 
ally as the tax that has to be borne 
by the erstwhile banks on the “gains** 
accruing out of compensation, where 
merger are not invoked, has not yet 
been determined. 


Income-Tax Exemption For Individuals 

R- CHANDRA PRAKASH 


In almost every country where income- 
tax is levied we find an exemption 
limit. The main considerations for 
granting such an exemption limit are, 
firstly, to enable the citizens of a count¬ 
ry lo enjoy a particular standard of 
living without any reduction in their 
incomes by way of income-tax deduc¬ 
tions; secondly, to statutorily recog¬ 
nise the inability of persons with a 
particular income to pay income-tax; 
thirdly the administrative reasons of 
eliminating a large number of asses- 
sccs with, low incomes, thereby keeping 
the cost of collection at reasonable 
levels. 

Ever since income-tax was introduced 
in the country in the year I860 it has 
always carried an exemption limit. 
Table 1 shows the trend in the 
exemption limit in Indian income- 
tax. In the year 1860, the exemption 
limit was Rs 200. It was raised to Rs 
500 in the year 1862, on two grounds 
firstly, that two-thirds of the assesses 
to income-tax came under the lower 
rate range of Rs 200-500; and 
secondly, that only one-fifth of the 
income-tax revenue was derived from 
these assesses. 

In 1871 it was further raised to Rs 
750 because, as Sir Richard Temple 
put it, “it had been in respect of small 
incomes below Rs 750 that the comp¬ 
laints of over-assessment, exaction, or 
vexation had mainly arisen and the 
pressure of tax had fallen mainly 0 n 
these small incomes**. Even though a 
reverse step was taken in the year 
1886 by reducing the exemption limit 
to Rs 500 from Rs 750, it was offset by 
a “less than full rate** tax policy for 
incomes between Rs 500 and Rs 2,000. 
The income-tax liability for Rs 500-750 
was Rs 10, for Rs 750—1,000 
Rs 15: and for Rs 1,000—2,000 
it was Rs 42. However in the year 
1903 the exemption liirtit was raised 


to Rs 1,000. This step reduced the 
number of income-tax assessees by *50 
per cent without affecting the income- 
tax revenues. Due to inflationary 
trends brought about by World War 
1 the exemption limit was raised to Rs 
2,000 in the year 1919.. Further rise 
in the exemption limit was effected 
only in the year 1947 when it was 
raised to Rs 2,500 once again due to 
inflation created by the World War 
II. In 1948 it was raised to Rs 3,000. 
By the year 1953 it had risen to Rs 
4,200 and by 1955 the exemption 
limit for unmarried person was Rs 

Tablh l 


TRENDS IN INCOME-TAX EX¬ 
EMPTION LIMIT IN INDIA 


Year 

Rs 

1860 

200 

1862 

500 

1871 

750 

1886 

500 

1903 

1,000 

1919 

2,000 

1947 

2,500 

1948 

3,000 

1950 

3,600 

1953 

4,200 

1955 

4,200 
-H000 for 
, unmarried & 

2000 for married 
persons. 

1970 

5,000 


Compiled from: 

/. History of Indian Taxation — 
Bannerjea. 

2. Indian Taxation During and After 
World War i — H. Pershad. 

3, Aykar Padkithi Ki Sameeksha — 
Purushotham Shroff. 
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5,200 and for married person it was 
Rs 6,200. Therefore the exemption 
limit of Rs 5,000 in 1970 is actually 
lesser than what it was in 19551 How¬ 
ever between the period of 1955-70 
the economy has undergone lot of 
stresses and strains and this necessi¬ 
tates a revision in the exemption limit 
of the individual assessees. 

The period of 1955-67 had been very 
critical from the economy’s point of 
view. The heavy dose of deficit financ¬ 
ing during the second Plan period 
(worth about Rs 950 crores) with 
unsatisfactory performance of the pub¬ 
lic sector units in which major por¬ 
tion of these second Plan funds were 
invested started an ever-increasing in¬ 
flationary trend in the prices of essen¬ 
tial commodities. To add fuel to fire the 
decade of the sixties witnessed unfore¬ 
seen and unprecedented happenings 
both on the political and economic 
scene of India. This started with the 
Goa operation in 1961. Then came a 
disastrous Chinese aggression of 1962 
which shot up the defence costs three to 
four times what it was earlier. This 
changed the emphasis in the third Plan 
from merely on ‘‘development” to 
“defence ana development”. This was 
followed by the draughts in 1964 and 
1965. Then came the Pakistani aggres¬ 
sion of 1965. The importation oflarge 
quantities of foodgrains and military 
wares from abroad lead to heavy 
drain on our precious and already 
meagre foreign exchange reserves. 
All these factors made their contribu¬ 
tion to inflationary trends in the prices 
of essential commodities in the country. 

Terrific Rise 

The devaluation of the external value 
of rupees in the year 1966 was merely 
a confession by the government that 
the rupee value had fallen considerably. 
The prices had risen by only 7.8 per 
cent during 1950-51 to 1955-56. Where¬ 
as between 1955-56 to 1960-61 (the 
starting of the critical period in the 
country’s economy) they had risen by 
21.7 per cent. But the period of 1961-62 
to 65-66 witnessed a terrific rise in the 
prices which escalated by 66 per cent*. 
Table II shows the trends in the index 
numbers of wholesale prices during the 
decade of 1960’s. During the 1960-70 pe¬ 
riod there has been 108 per cent increase 
in the wholesale prices of food articles 
and 81 per cent in the prices of all 
commodities. It is paradoxical that 
even during the years of the green revo¬ 
lution viz., 1968-69,1969-70, and 1970- 
71 the prices of food articles have been 
on an increase. The index number of 
food article was 186.5 in 1968-69 and 
it rose to 207.6 in 1970-71, thereby 
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recording an increase of 22 per cent in 
these three years alone. 

Tabu II 

TRENDS IN INDEX NUMBERS OF 
WHOLESALE PRICES BETWEEN 
1960-70 


(Base: 1961-62 =400) 


Years 

All 

commodities 

Food 

articles 

1962-63 

104.9 

104.8 

1963-64 

113.3 

119.8 

1964-65 

122.3 

132.3 

1965-66 

137.5 

150.3 

1966-67 

158.9 

187.9 

1967-68 

160.3 

194.3 

1968-69 

165.1 

186.5 

1969-70 

168.3 

190.6 

1970 December 181.2 

207.6 


Sources: 

1. The Times of India Directory & 
Year Book 1970. 

2. RBI Bulletins. 

This price spiralling has increased 
the cost of living by many times. The 
inch is mainly felt by individuals with 
xed incomes. The income-tax exemp¬ 
tion of Rs 5,000 (which is lesser than 
what it was in 1955-56) further in¬ 
creases the hardships for such indivi¬ 
duals. On the one hand inflation has 
cut badly into the purchasing power 
of such people and on the other in¬ 
come-tax reduces further their incomes. 
Hence there is adequate economic 
justification for enhancing the income- 
tax exemption limit from Rs 5,000 to 
at least Rs 7,500., the level which is 


2 til 

also recommended by the Bhoothalin- 
gam Commission. 

Apart from this economic considera¬ 
tion there is a strong administrative rea¬ 
son for the income-tax exemption limit 
to be increased from the present Rs 
5,000. Table III shows the composition 
of individual assessees with the total 
income of not exceeding Rs 7,500 for 
the year 1958-59 and for 1964*65 (for 
which latest figure are available). The 
table shows that individuals with total 
incomes not esxceeding Rs 7,500 consti¬ 
tute a major portion of all the indivi¬ 
dual assessees paying income-tax. This 
situation has remained more or less 
constant over a period of (958-59 
to 1964-65. In 1958-59 they 
constituted 63.2 per cent and in 
1964-65,65.4 per cent of all the indi¬ 
viduals assessed to the income-tax. 
But their share in the total income of 
individual assessees has been a meagre 
31.5 per cent and 36.0 per cent res¬ 
pectively. Income-tax collected from 
these assessees has been 6.4 per cent 
and 8.2 per cent of total income-tax 
collected from all the individual asses¬ 
sees and the surcharge levied on them 
has been 0.2 per cent and 0.3 per cent 
respectively. All this means that about 
66 per cent of individual assessees with 
incomes of not exceeding Rs 7,500 
contribute only 8.2 per cent of the in¬ 
come-tax collected from the individual 
assessees whereas, rest of the 34 per 
cent of the assessees account for 91.8 
per cent of income-tax and 99.7 per 
cent of the surcharge collected from 
individual assessees. 

This situation has lead to the loss 
of revenue and creation of large-scale 
black money on the one hand and un- 


Table III 

COMPOSITION OF INDIVIDUAL ASSESSEES WITH TOTAL INCOME 
NOT EXCEEDING RS 7500 IN THE TOTAL OF INDIVIDUAL ASSESSEES 
FOR THE YEARS 1958-59 AND 1964-65 




1958-59 



1964-65 



Total 

Individuals 
with T.I. 
upto Rs 
7,500 

% 

Total 

Individuals 
with T.I. 
upto Rs 
7,500 

% 

No. of assessees 

7,17,339 

4,53,232 

63.2 

12,29,854 

8,03,745 

65.4 

Total income assessed 
in ’000 Rs 

692,42,36 

218,02,52 

31.5 

1091,79,35 

393,28,01 

36.0 

Income Tax collection 
in ’000 Rs 

55,86,01 

3,56,54 

6.4 

80,83,81 

6,62,67 

8.2 

Surcharge collection in 
*000 Rs 

31,83,23 

7,08 

0.2 

37,14,55 

12,59 

0.3 


* The Menace of Inflation, Gyanchand, p. 10. 


Source: Indian Statistical Abstract —1968 (published in 1970). 
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necessary burden on the collecting 
authority, greater inefficiency in the dis¬ 
position of assessment cases (during 
1968-69 workload was 49,99,237 cases 
of which only 34,21,282 were disposed 
of leaving a backlog of 15,77,955 cases)* 
and increasing number of legal peti¬ 
tions. Under the present crash em¬ 
ployment programme of the govern¬ 
ment a considerable increase in the 
number of individual assessees with 
an income less than Rs 7,500 is a cer¬ 
tainty. Therefore, it would be in the 
interest of administration of income- 
tax that the personal exemption limit 
for the individual should be raised to 
Rs 7,500. As can be made out from 
Table III the possible loss on this ac¬ 
count (for 1964-65) would be about 
Rs 6.63 crores but this loss would be 
more than made up by the increase in 
the revenue due to greater care that 
could be given to affluent assessees. 
Reduction in the workload, increase in 
the efficiency of collecting authority 
and considerable reduction in the col¬ 
lection costs would be the other conse¬ 
quences of such a step. 

There have been objections that the 
existing exemption limit for 
individuals in income-tax in India 
is “high” compared with 
other countries. Mr James 
Cuttf, for example, feels that 
for an economy such as India it is 


♦Report on Direct Taxes—1968-69 

t Taxation and Economic Development in India 
—James Cutt (1970). 


unjust to exempt an income, which 
is almost ten times in terms of per 
capita income (Rs 421.5 in 1964-65). 
He says that in no other country except 
Burma this exemption limit, expressed 
in terjfas of number of times of per 
capita income, is as high as in India. Ex¬ 
emption limit expressed as a multiple 
of per capita income indicates that in¬ 
comes exempted (in 1964-65) in various 
countries are—India 11.5 times; UK 1.9 
times; USA 1.3 tithes; and Japan 3.4 
times of per capita income of the respec¬ 
tive countries. However, such a com- 
paiision is misleading, as the per capita 
incomes of these countries are not 
same and as such are uncompar¬ 
able. Tabic IV gives the comparative 
per capita income figures in rupees and 
also the per capita income of other 
countries as the multiples of Indian 
per capita income. From this table 
it can be proved that the exemption 
limit of income-tax in India is not high. 
Take for example USA, where only 1.3 
times the per capita income is exempted 
but in terms of rupees it would be about 
Rs 33,000 whereas in India though 
it is 11.5 times of its per capita 
income, it is about Rs 4,200 only 
(for 1964-65). 

Irrespective of the exemption limit 
in these countries, the wide spectrum 
of social security measures provided by 
their governments to the public more 
or less neutralise the burden of income 
tax on lower income groups. In India 
social security measures are still in 
infancy. 

These countries have the advantage 


of more or less constant price levels in 
the case of essential commodities. For 
example, the annual percentage in¬ 
crease in the index numbets of whole* 
sale prices between 1963-68 (base 1963 
a»100)in thecaseof USA was 1.5 per 
cent; West Germany 0.1 per cent; Japan 
1.0 per cent; France 1.4 per cent, 
Italy, 1.9 per cent, whereas in 
the case of India it was 12.7. per cent. 
This factor should be taken into con¬ 
sideration while comparing the exist¬ 
ing exemption limits. 

Here it should be Jioted that the 
difference in the standard of living and 
the cost of living make it difficult to 

Table IV 

PER CAPITA INCOMES OF CER¬ 
TAIN COUNTRIES IN TERMS OF 
RUPEES AND EXPRESSED IN THE 
MULTIPLES OF INDIAN PER 
CAPITA INCOME 


Country 

Per 
capita 
income 
in Rs 

No. of * 
times of 
Indian 
per capita 
income 

India 

543 

i 

Australia 

13,650 

26 

France 

13,035 

24 

West Germany 

11,340 

21 

Italy 

7,650 

14 

Japan 

6,908 

13 

USA 

24,773 

46 


Compiled from : Statistical Outline of 
India — 1970. 

Tata Economic Con¬ 
sultancy Service. 
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the long run 

^ Switzerland*, Kuwait, 

Canada*, New Caledonia*. 
Italy*, Bahrain*, Pakistan, Argentina. 
Thailand*, Japan*, Burma, Hundary. 
Netherlands*, Germany*, Turkey*, 

Spain, Australia*, Portugal, Austria*. 

Fiji*, Belgium, Egypt, Greece*, 

New Zealand*, USSR, Lebanon, 
Philippines*, Ireland, Denmark, 
Indonesia*, Poland, France, Cyprus. 

Finland, Ceylon*, Kenya, Saudi 
Arabia, Britain*, Israel, Yugoslavia. 
Norway, Chile, Tahiti*, Malaysia*. 

USA*, Cambodia, Jordan, 

Hong Kong*, Peru, Brazil, 
Luxembourg, Korea, Samoa, Jamaica. 
Sweden, Mexico*, Iran*. Bahamas*. 
Venezuela, Singapore*, Syria. 

tyfe can help you go places. In markets where 
the going prices are greatest Provided 
you're there on time. Or get your Imports to 
you fast, safer - from more places. 

But speed Isn't the only reason Qantas Air 
Cargo Is better. It's more economical; And 
Jantaa ground facilities are unequalled. We're 
mechanised, palletised and rolleriaed. And 
flights to India are direct, with no delaying 
transhipment of goods. 

Qantas Air Cargo. Give It a fly. It's Australian 
But we sure get around. 

Wouln't you like to make more ? By spending 
less ? Ring Qantas. Or your Cargo Agent. 

All Qantas ports - all others are Interline ports 



Qantas, with Alr-lndla and BOAC 


< » 
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v/o technoexport renders technical assistance in the 

CONSTRUCTION OF : 


■ house-building plants, enterprises manufacturing gypsum, cinder wool, asbestos and 
other building materials | cement and asbestos-cement mills, enterprises manufacturing * 
slate, asbestos-cement pipes, all kinds of soft roofing material and hydro-insulating 
materials ■ enterprises of the textile and clothing industry ■ railways, tram-lines, 
mono-railways and the underground ■ highways and dirt roads, bridges, tunnels, dams, 
harbours, moorages and other hydrotechnical units for the marine and inland water 
transport | apartment houses, hotels, office buildings, gas, thermal, water supply and 
sewage networks with purification facilities ■ general treatment hospitals, maternity 
houses ■ establishments of higher, secondary and trade learning, centres for training 
skilled workers ■ hydrological, aerological and hydrometheorological stations, naviga¬ 
tion and aviation metheorological stations, hydrometeorological observation posts. 

IN ORDER TO CARRY OUT THE ABOVE-MENTIONED CONSTRUCTION 
V/O "TECHNOEXPORT" OFFERS THE FOLLOWING SERVICES : 

■ sending specialists on mission ■ research and prospecting work ■ designing work 

■ delivery of a complete processing equipment ■ assembling and adjustment of the 
equipment | launching of units ■ mastering of the production process ■ training of the 
Client's technical staff. 

For further information on delivery of equipment and technical assistance please 

inquire on the following addresses. 

V/O "TECHNOEXPORT" 

Moscow Zh-324, u.s.s.r. 

Cable Address : TECHNOEXPORT MOSCOW 
Tel : 220-14-48 
220-10-70 
OR 

THE COUNSELLOR FOR ECONOMIC AFFAIRS, U.S.S.R.' 

Nyaya Marg, Chankyapuri, New Delhi-11 
Telephone : T7004 Telex : 492 

_ INT XWAOS1 1/H1/11/123/1H1/ 
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compare the exemption limits. There¬ 
fore, while fixing an exemption l : mit 
for individuals in income-tax of 
a particular country various in¬ 
fluencing factors like the ability to pay, 
the administrative convenience and 
economy should be the main considera¬ 
tions. 

In the case of India time has come 
when the government should have a 
realistic rather than dogmatic approach 
in regard to this problem. If the cri¬ 
teria in maintaining a lower exemption 
limit is to imbibe the “tax conscious¬ 
ness** among xhe public, then it must 
be realised that the cost of doing so is 
unrealistically high on the one 
hand and, oil the other, it has led to 
piling up of black money (which is 
estimated at Rs 3,000 to 3,500 crores 
by the Wanchoo Committee)*, as 
the potential assessees escape the 
attention of the tax authorities. 

It needs to be seen that ' tax cons- 


The idea of associating workers in 
the management of an enterprise has 
been gaining ground. It seems it 
will not be long when there will 
be workers’ representatives on the 
boards of management of companies, 
especially in public sector. Without go¬ 
ing into the merits or demerits of the 
question, it is intended to examine 
the practical aspects of the presence 
of a worker on the board of manage¬ 
ment. 

An examination of the functions of 
the board of directors of public sector 
enterprises, in general, wjll be of assis¬ 
tance in understanding the potentiali¬ 
ties of the presence of a workers’ re¬ 
presentative on the board. The board 
of directors of public sector enterprises 
normally consists of an official or non- 
offical chairman and several directors 
representing the interests of the minis¬ 
tries and a lev individuals connected 
with industry and labour. All except 
the managing director and, in a few 
cases, the functional directors are part- 
time directors. By the very nature of 
their appointment and their preoccupa¬ 
tions, the directors have little time to 
devote to the affairs of the company 
as dictated by growing management 
considerations. Their contribution ge¬ 
nerally is confined to examination/ 
evolvement of policies in the board 
rooms only. The implications of the 
induction of a workers’ representative 
on the existing board as well as the 
person introduced in this set-up will 
require careful study. 

Once a worker is appointed to the 
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ciousness” from the government's 
point of view does not make the 
lower income groups more desperate 
than they already are! 

In conclusion it is suggested that if 
government is reluctant to enhance the 
exemption limit of the individual asses¬ 
sees On dogmatic grounds ther the least 
as a measure of relief it could give to 
the lower income group and especially 
to the salaried claws an amendment in 
the Income Tax Act 1961 whereby the 
dearness allowance should not remain 
a part and parcel of the salary income. 
After all tne reason for granting of 
DA was to neutralise the effects of 
inflationary trends in the prices of 
essential commodities. This would 
automatically reduce the number of 
individual assessees with incomes not 
exceeding Rs 7.500. To avoid the possi¬ 
ble misuse of this amendment only 
govemmert DA scales may be allow¬ 
ed to be excluded from the salary of an 
assessee. 


board, the other directors will have to 
reorient themselves to deal with a per¬ 
son who does not have the necessary 
background and expertise to partici¬ 
pate equally in the discussions. It, 
therefore, calls for a lot of tact ami 
restraint on the part of these directors 
to understand the background of the 
new director and help him to make 
himself at home in their company and 
to enable him to achieve a position by 
which he could effectively participate 
and contribute towards discussions at 
the board level. In the initial stages, 
there may be some reluctance on their 
part to freely exchange ideas on busi¬ 
ness policies other than labour matters 
in which the new director is expected to 
be an expert. It calls for tact on the part 
of the chairman, as a leader among 
equals, to make the director represent¬ 
ing the workers find his bearings on the 
various subjects on the board agenda. 
The chairman should encourage the 
worker to shed his reticence before the 
experts in fields of finance, administra¬ 
tion and labour so that he can effec¬ 
tively participate in the discussions and 
make a real contribution by throwing 
light on the interests of labour and 
other broad questions. 

In this effort to ‘condition' the 
worker-director, the role played by the 
managing director and other officials 
of the company, normally the secretary, 
might be most useftil. While the 
directors can influence only at the 
board meeting, the secretary can help 
the worker-director in his effort to 
adapt himself to his new functions in 
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the time available between the board 
meetings by tactfully educating him 
on the affairs that are to be discus¬ 
sed at the board level without giving 
the impression of doing so. 

It is obvious that the succoss of the 
scheme of introduction of worker-direc¬ 
tor at the board level will depend 
mostly on the individual who is selected 
to represent the workers on the board. 
He must be capable of transposing 
his personality from a worker at 
plant level to that of a director at 
board level. This transformation on 
the part of a worker will be rather 
difficult because of the loyalties in¬ 
volved. From the moment a worker 
is put on the board of management, 
his fellow-workers may lose confidence 
in his ability to be loyal to their cause. 
It would appear that when a worker 
is appointed to the board he would 
acquire a new status, and may even go 
to the extent of ceasing to be a worker 
in the real sense of the terra. The 
workers may feel that he has been sold 
to the board to reap the benefits of 
higher status for himself and become 
a tool in the hands of board of direc¬ 
tors. Only if this docs not happen, 
the success of the worker on the board 
will be assured. 

Important Aspect 

An important aspect of the situation 
is that the worker-director has to 
familiarise himself with his new task 
quickly to make an effective contribu¬ 
tion in the field of labour which 
he is primarily selected to represent. 
Apart from having a knowledge of 
the overall labour situation and always 
keeping under consideration the aspi¬ 
rations of the workers at the plant 
level, the worker-director has to learn 
about the conduct of other business 
on the board. To begin with, it 
would be profitable for him to confine 
himself to those questions which have 
a bearing on the labour force whom he 
represents and then slowly extend his 
field of activities. For making an 
effective contribution he should be 
assisted to a great extent by the group 
of individuals who are associated with 
him at the union level; on the manage¬ 
ment side he may look forward to the 
assistance of the secretary or the ad¬ 
ministrative manager of the company, 
if not the managing director who is a 
busy individual. 

Naturally, it will take time before 
a worker-director becomes a force at 
the board meetings. It is essential, 
therefore, that he should be appointed 
for a period sufficient to enable him to 
grow in his job, if the experiment of 
workers’ participation in management 
is to be a success. 

It is evident that a lot of ground¬ 
work has to be done to make the system 
effective. If it is not properly tackled, 
the very idea of worker participation 
in management may fall in bad repute. 


* Indian Express, April 7, 1971 

Worker Participation in Management 

s- natarajan 
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FROM THE PRESS GALLERY 

Assault on Fundamental Rights! 

OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Friday. 

The feared attack by the ruling party 
on the Fundamental Rights enshrined 
in our Constitution was initiated this 
week: through the introduction of two 
amendment bills in the Lok Sabha ~ 
one seeking to restore the supiemacy 
of Parliament to amend any part of the 
Constitution and the other aiming at 
abridging the citizens' right to property 
by doing away with the justiciability 
of the amount, manner and principle 
of the compensation paid for the acqui¬ 
sition by the governnent of any prop¬ 
erty in pursuance of the Constitution’s 
Directive Principles of State Policy. 
If the two bills are enacted, the Consti¬ 
tution would have been amended 25 
times since its coming into force on 
January 26, 1950. 

The operative clauses of the former 
bill—the Constitution (Twenty-fourth 
Amendment) Bill, 1971—reads as 
follows : 

“2. In Article 13 of the Constitu¬ 
tion, after Clause (3), the follow¬ 
ing clause shall be inserted, name¬ 
ly : ‘(4) Nothing in this article 
shall apply to any amendment of 
this Constitution made under Arti¬ 
cle 368’. 

3. Article 368 of the Constitution 
shall be re-numbered as Clause 
(2) thereof, and 

<A) For the marginal heading to 
that Article, the following margi¬ 
nal heading shall be substituted, 
namely : ‘Power of Parliament to 
amend the Constitution and pro¬ 
cedure thereof’. 

(B) Before Clause (2) as so renum¬ 
bered, the following clause shall 
be inserted, namely : 

4 (1) Notwithstanding anything in this 
Constitution, Parliament may in 
exercise of its constituent power 
amend by way of addition, varia¬ 
tion or repeal any provision of the 
Constitution in accordance with 
the procedure laid down in this 
article’. 

<C)ia Clause (2) as so renumbered, 
far the words ‘it shall be presented 
to the President for his assent 
/ and u£qfn such assent being given 
to thOcJBilT the words ‘it shall be 
presented to the President who 
shall give his assent to the Bill and 
thereupon’ shall be substituted : 

(D) After Clause (2) as so renum¬ 


bered, the following clause shall 
be inserted, narpely : 

(3) ‘Nothing in Article 13 shall 
apply to any amendment made 
under this aiticleV* 

The operative clauses of the latter 
Bill—The Constitution (Twenty-fifth 
Amendment) Bill, 1971—are as fol¬ 
lows : 

“2. In Article 31 of the Constitution,— 

(a) for Clause (2), the following 
clause shall be substituted, na¬ 
mely 

‘(2) No property shall be compul¬ 
sorily acquired or requisitioned 
save for a public purpose and save 
by authority of a law which pro¬ 
vides for acquisition or requisi¬ 
tioning of the property for an 
amount which may be fixed by 
such law or which may be deter¬ 
mined in accordance with such 
principles and given in such man¬ 
ner as may be specified in such 
law; and no such law shall be 
called in question in any court 
on the ground that the amount 
so fixed or determined is not 
adequate or that the whole or 
any part of such amount is to be 
given otherwise than in cash'; 

(b) after Clause (2A), the following 
clause shall be inserted, namely :— 

‘(2B) Nothing in sub-clause (f) of 
Clause (\) of Article 19 shall affect 
any such law as is referred to in 
Clause (2)\ 

3. Aftei Article 31B of the Consti¬ 
tution, the following article shall 
be inserted, namely :— 

‘31 C. Not withstanding anything 
contained in Article 13. no law 
giving effect to the policy of the state 
towards securing the principles 
specified in Clause (b) or Clause 

(c) of Article 39 shall be deemed 
to be void on the ground that it is 
inconsistent with, or takes away 
or abridges any of the rights con¬ 
ferred by Article 14, Article 19 or 
Article 31; and no law containing 
a declaration that is for giving 
effect to such policy shall be called 
in question in any court on the 
ground that it docs not give effect 
to such policy : 

Provided that where such law is 
made by the Legislature of a state, 
the provisions of this article shall 
not apply thereto unless such law 
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having been reserved for the con¬ 
sideration of the President, has 
received his assent 5 .” 

According to the statements of ob¬ 
jects and reasons of the two bills, they 
have been necessitated by the last year's 
judgement of the Supreme Court in 
the bank nationalisation case. In view 
of this judgement, the government al¬ 
legedly feels inhibited in giving effect 
to the Constitution’s Directive Princi¬ 
ples of State Policy. A significant 
provision in the Constitution (Twenty- 
fourth Amendment) Bill is that “it 
shall be presented to the P*esident 
who shall give his assent to the Bill.” 
This implies that the President pre¬ 
force will have to giant assent to the 
Bill if it is adopted by the two Houses 
of Parliament and the requisite 
majority of state legislatures. 

As could be expected, the two bills 
encountered stiff opposition from seve¬ 
ral members at the introduction stage. 
But their advice did not carry much 
weight with the b»ute majority of the 
ruling party in the House. The stron- 


The Finance Bill was passed by the Lok 
Sabha on Saturday. During the third reading 
the Finance Minister announced a reduction In 
the excise duty on pressure cookers from 20 to 
lOper cent. 


gest opposition came from Mr P. K. 
Deo, the leader of theSwatantra group 
on the opposition benches, and Mr 
Frank Anthony, an eminent member 
of the bar and a nominated member 
of the House. The Jana Sangh mem¬ 
bers had earlier walked out of the 
House after their leader, Mr A. B. 
Vajpayee's bid to have a full-length 
discussion at the introduction stage 
itself had failed. 

The Swatantra leader questioned the 
legislative competence of the House to 
enact the measures and apprehended 
a confrontation between Parliament 
and the Supreme Court on the issue. 
He felt that the rights of minorities 
would be subjected to the tyranny 
of the majority if the bills were passed, 
He compared the measures to those 
enacted in Hiker’s Germany, Indo¬ 
nesia and Ghana and demanded a 
jeferendum on the issue. 

Mr Anthony's opposition was mainly 
to the Constitution (Twenty-fifth Am¬ 
endment) Bill, though he quoted Mr 
Justice Hidayatullah to say that Pai- 
liament could not arrogate to itself 
the power to amend the Fundamental 
Rights by amending Article 368—the 
basis for the Constitution (Twenty- 
fourth Amendment) Bill. The Funda¬ 
mental Rights, Mr Anthony pointed 
out, were transcendental and the Sup¬ 
reme Court was the sentinel against 
lawless politicians. It would be a 
monstrous provision if the jurisdiction 
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of courts was ousted in deciding com¬ 
pensation foi acquired properties. The 
bill, he feared, would institutionalise 
expropriation and efface the most che¬ 
rished rights of minorities from the 
Constitution. 

In a brief intervention, the Prime 
Minister, Mrs Indira Gandhi, sought to 
assure Mr Anthony that the govern¬ 
ment stood for the defence of minority 
rights. When the motion to grant 
leave for the introduction of the two 
bills was put to vote, there was Mr 
P. K. Deo\> lone voice of dissent. 

Debate on Finance Bill 

The Lok Sabha yesterday completed 
its genetal debate on the Finance Bill. 
During this debate, many member?* ex¬ 
pressed grave concern over the ex¬ 
panding price spiral and increasing 
unemployment. Some members regret¬ 
ted that the development rebate was 
proposed to be dispensed with in 
1974. The mounting administrative 
expenditure came in for scathing cri¬ 
ticism. Several members felt that the 
concessions announced by the Finance 
Minister in his budget proposals were 
not enough; they wanted various bud¬ 
get proposals to be more watcied down. 
The performance of the public sector 
was adversely commented upon by 
vaiious members; so also the inade¬ 
quate rate of growth in the industrial 
sector in general. The centre-state re¬ 
lations and the problems created by 
the large influx of refugees from Bangla 
Desh figuied pi eminently in the debate. 
Another major point of criticism was 
the continued accumulation of black 
money. The demonetisation of cur¬ 
rency was suggested by some members 
to tackle this problem. 

Replying to the debate, the Finance 
Minister, Mr Y. B. Chav an. not only 
refut ed to grant any further concession 
in his budget proposals but also indi¬ 
cated that the people should bo pre¬ 
pared for more sacrifices in view of the 
burccncast on the economy by the large 
influx of refugees fiom across the 
eastern border of the country. He also 
expressed the view that there was 
fund er scope tor taxing the corporate 
sectc r. 

Dealing with the upswing in prices, 
the Finance Minister suggested a price 
rise resistance by consumers as part 
of the* ‘‘Gharibi Hatao" movement. He 
had no hesitation in pleading guilty 
to the charge of being responsible for a 
rise in the prices of taxed items, but 
expressed concern over the “irrational 
atmosphere'’ in which there was a 
general price increase. Controls, he 
observed, could be an alternative to 
price rise resistance by consumers, but 
he thought that the past experience was 
indicative of the fapt that they were not 
the best course. Another way to check 
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rise in prices, Mr Chavan pointed out, 
was raising of production. 

In regard to black money, the Finance 
Minister conceded that it was 
a complex, difficult and the biggest 
problem he faced, but clarified that as 
a solution, the government was 
not considering demonetisation of 
currency. The problem, he stressed, 
had to be tackled at the roots and the 
sources of black money had to be block¬ 
ed. Besides announcing the intended 
legislative measures to check under¬ 
invoicing, undervaluing of property 
prices and benami transactions, he ag¬ 
reed to consider any constructive 
suggestion from members to tackle 
the issue. 

Referring to the withdrawal of de¬ 
velopment rebate, he restated the ar¬ 
guments he had put forth earlier. The 
measures, he observed, had done some 
good when the government wanted 
to diversify the industrial base. Once 
the rebate was made permanent, he 
felt, it ceased to be an incentive and 
became a privilege. 

Tax Collection 

In the context of the unemployment 
problem, the government, Mr Chavan 
disclosed, was thinking in terms of 
giving incentives to labour-intensive 
projects, especially in the small-scale 
sector and in the backward areas. 
The Finance Minister found the cri¬ 
ticism about heavy tax arrears quite 
valid and assured the House that a strict 
drive was on with the appointment 
of five recovery commissioners of the 
income-tax. 

Mr Chav an disagreed with those who 
thought that West Bengal was not re¬ 
ceiving adequate financial assistance 
and quoted figures to prove his point. 
Justifying the budget proposals as un¬ 
avoidable to raise resources for develop¬ 
ment, he offered his sympathy to those 
hit by the levies on such items as soap, 
pressure cookers, etc. 

The Rujya Sabha this week approved 
the Central Appropriation Bill No.2 
and the Mysore budget as adopted by 
the Lower House. During the debate 
on the Appropriation Bill, members 
expressed a good deal of concern over 
rise in prices, unemployment, the fall 
in the rate of industrial growth and 
the growing indebtedness of the 
government. Pleas were made for 
the immediate enforcement of drastic 
measures to reduce non-developmental 
expenditure and unearthing of black 
money which, it was contended, was 
distorting the economy in various ways. 

It was suggested that either there 
should be a limit on the govern¬ 
ment's borrowing capacity through an 
act of Parliament, as envisaged in the 
Constitution, or greater parliamentary 
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control should be exercised over finan¬ 
cial matters so that the indebtedness 
of the government could be contained. 

The leftist members of the 
House, as usual, launched an attack 
on “monopoly capital" and for the 
nationalisation of “monopoly con- 
cerns , \ The nationalisation of foreign 
oil companies operating in the country 
was, they argued, called for imme¬ 
diately. These members accused the 
government of encouraging monopo¬ 
listic trends and concentration of eco¬ 
nomic power, totally neglecting the 
interests of the working class. 
Some members complained that their 
slates were not getting their due share 
in the allocation of central assistance 
and the location of industrial projects 
in the public sector. Jn his reply to 
this discussion, the Minister of State 
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for Finance, Mr K.R. Ganesh, revealed 
that the government would soon intro¬ 
duce a taxation laws amending measure 
to plug loopholes in the existing laws 
which were heavily weighted in favour 
of assessees. 

Replying to the debate on the Mysore 
budget, the Deputy Minister for Fi¬ 
nance, Mrs Sushila Rohatgi, assured the 
House that the popular government in 
the state would be restored as soon as 
the conditions for its installation were 
created; the promulgation of Presi¬ 
dent's rule in the state was earlier 
vehemently criticised by several mem¬ 
bers. She agreed that the Cauvcry 
waters dispute between Mysore and 
Tamil Nadu should be amicably set¬ 
tled. Last week, the Prime Minister, 
it may be recalled, had assured the 
Lower House that this dispute would 


255 

have to be referred to a tribunal if an 
amicable settlement was not reached 
between the disputant parties in the 
near future. 

Serious concern was voiced in both 
the Houses over the repeated Pakistani 
provocations on our eastern border, 
the latest instance being the shelling 
by Pakistani troops across the borders 
with Assam and Tripura, killing 10 
persons. Forceful demands were made 
that the security of the border should 
be entrusted to the army instead of the 
border security force. The Minister 
of State for Home Affairs Mr K.C. 
Pant, explained that although the 
border security force was being streng¬ 
thened to take care of the Pakistani 
provocations, the army was standing 
by and would take the necessary and 
adequate action whenever required. 
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9 


1983 


State 

Amount of Loan 

Issue Price 


(In crores of Rs.) 

cent. 

— 

—-—-- 

Rs. 

1. Andhra Pradesh 

12 75 

100 00 

2. Assam 

6-25 

100 00 

3. Bihar 

6-25 

100 00 

4. Gujarat 

12 75 

100 00 

5. Haryana 

5 50 

100 00 

6. Kerala 

7-75 

100 00 

7. Madhya Pradesh 

10 00 

100 00 

8. Maharashtra 

18 00 

100 00 

9. Mysore 

10 00 

100 00 

10. Orissa 

7 00 

100 00 

11. Punjab 

6 00 

100 00 

12. Rajasthan 

7-25 

100 00 

13. Tamil Nadu 

19 50 

100 00 

14. Uttar Pradesh 

15 50 

100 00 

15. West Bengal 

14 25 

158 75 

100 00 


All loans will open for subscriptions on Thursday 19th August 197! 
and close on Wednesday 25th August 1971 or earlier without notice as 
soon as subscriptions approximate to the amount of each issue. All 
the State Governments reserve their right to retain subscriptions upto 
ten per cent, in excess of the notified amounts. 

The loans will be redeemable at par after 12 years i.e. on 19th August 
1983 and interest will be paid half yearly on 19th February and 19th 
August each year. Interest in respect of all loans will be liable to tax 
under the Incomo tax Act 1961. Interest on Government securities 
along with income in the form of interest or dividends on other approv¬ 
ed investments will be exempt from income-tax subject to a limit of 
Rs. 3,000 per annum and subject to other provisions of Section 80b of 
the Income-tax Act, 1961. 

Subscriptions may be in the form CASH/CHEQUE. 

Securities of the following loans will also be accepted AT PAR for 
conversion into the new loans of the respective State Governments 


Interest on the maturing securities accepted for conversion will be 
paid at the rale of 4% per annum upto and inclusive of 18eh August 1971. 

Applications for all the loans will be received at the offices of the 
Reserve Bank of India, at Bangalore, Bombay (Fort & Byculla), Cal¬ 
cutta, Hyderabad, Kanpur, Madras, Nagpur, New Delhi and Patna, 
the branch of State Bank of Bikaner and Jaipur at Jaipur and the branch 
of the State Bank of India (Local Head Office), Ahmedabad. 

Applications will also bo received at other places within the respective 
States as follows : 

(/) Branches of the Subsidiary Banks of the State Bank of India 
conducting Government treasury work except at the branch of 
State Bank of Hyderabad, Gunfoundry, Hyderabad, 

(//> Branches of the State Bank of India at places where there is no 
branch of its Subsidiary Banks conducting Government trea¬ 
sury work. 

Applications for Kerala State Development Loan will also be 
received at Treasuries and Sub-Treasuries in the State of Kerala at places 
where there is no branch of the Slate Bank of India or its subsidiaries 
conducting Government Treasury work. Applications for Uttar Pra¬ 
desh State Development Loan will also be received at the District Trea¬ 
sury, Chamoli. 

Applications for Punjab and Haryana State Government loans will 
also be received at ihc State Bank of India, Chandigarh. 

Copies of the Notifications and Application Forms may be obtain¬ 
ed from any of the Receiving Offices mentioned above. 

Applicants tendering applications at the offices of the Reserve Bank 
of India at Bangalore, Bombay (Fort and Byculla), Calcutta, Hydera¬ 
bad, Kanpur, Madras, Nagpur, New Delhi and Patna will, in the event 
of over-subscription to the loan applied for, be given the option of trans¬ 
ferring their cash refunds to any of the other State Government loans 
which may still be open for subscription. To avail themselves of this 
facility, the applicants should complete the “Special Option Form**, 
copies of which can be obtained at any of the offices of the Reserve 
Bank of India mentioned above and tender the form along with their 
applications. 


Name of the loan tendered for conversion 


1. 4% Andhra Pradesh State Development Loan, 1971 

2. 4% Assam Loan, 1971 

3. 4% Bihar State Development Loan, 1971 

4. 4% Kerala State Development Loan, 1971 

5. 4% Madhya Pradesh State Development Loan, 1971 

6. 4% Bombay State Development Loan, 1971 

7. 4% Orissa Government Loon, 1971. 

8. 4% Mysore State Development Loan, 1971 

9. 4% Pwfeb Loaa, 1971 

10. 4% Rajasthan State Development Loan# 1971 

11. 4% Madras, Loan, 1971 

12. 4% Uttar Pradesh Stale Development Loan, 1971 

13. 4% West Bengal Loan, 1971 


Name of the new loan issuable 


5J% Andhra Pradesh State Development Loan, 1983. 
5|% Assam Loan. 1983. 

5$% Bihar State Development Loan, 1983. 

5}% Kerala State Development Loan, 1983. 

5$% Madhya Pradesh State Development Loan, 19S3. 

1 % Maharashtra State Development Loan, 19N3. 

% Orissa Government Loan, 1983. 

% Mysore State Development Loan, 1983. 

% Punjab Loan, 1983. 

% Rafasthan State Development Loan, 1983. 

% Tamil Nadu Loan, 1983. 

% Uttar Pradesh State Development Loan, 1983. 
% West Bengal Loan. 1983. 
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WINDOW ON THE WORLD 


Unemployment and Inflation 

JOSSLEYN HENNESSY 

LONDON. 


I 

A changing relationship 

One of the most interesting, as well 
as one of the most authoritative, of 
the slowly dwindling number of bank 
reuews in the UK is that published 
by Barclays Bank (54 Lombard St., 
London EC 3.). In a recent issue 
Barclays Bank Review published an 
interesting analysis of the new phe¬ 
nomenon that has appeared in the 
UK since 1967, namely a higher than 
usual percentage of unemployed with 
higher than usual all-round wage in¬ 
creases. Prior to 1967, governments 
Jcept wage increases reasonable by 
periodical restriction of credit, which 
causes unemployment to rise. But that 

no longer works. 

Two questions present themseKes : 
(1) What new factors have come into 
play ? (2) What can be done to pre¬ 
vent excessive wage rises from boosting 
inflation and pricing British exports 
out of their markets. 1 summarise 
the Bank Review’s report, because 1 
think its analysis answers the first 
question admirably. Its answer to the 
second must be read with respect even 
if, as I do, one thinks it too pessimistic. 
Ted Heath's government shows no sign 
of ceasing to produce one surprise 
after another. For example, entry into 
the EEC, which now seems certain, 
would make a big difference to the 
problem. 

Mild Inflation 

British governments since 1945, ir¬ 
respective of party, have agreed that 
two of their basic aims should be 
low rates of both inflation and un¬ 
employment. They have accepted mild 
inflation as a stimulus to enterprise 
but rejected a rapid increase in prices 
can be both socially inequitable and 
damaging to British exports. Equally, 
a small pool of unemployed is inevit¬ 
able in a changing economy which 
requires mobility of labour, but govern¬ 
ments now take great pains to avoid 
the social distress and low utilisation 
of economic resources involved in the 
prewar levels of unemployment. How¬ 
ever, governments which have sought 
to establish simultaneously the opti¬ 
mum level for both unemployment and 
inflation have found, that these two 
aims have tended to be incompatible. 
When the level of demand in the eco¬ 


nomy has been high, production has 
increased and the demand for labour 
has risen; this has achieved a desir¬ 
ably low level of unemployment but 
at the same time prices have tended 
to rise, because the unions have found 
themselves in a strong position to 
demand wage increases, because em¬ 
ployers have had to pay more overtime 
and increased wages to attract more 
scarce labour, because demand for 
goods and. services in the economy 
may have exceeded the short-run sup¬ 
ply encouraging entrepreneurs to in¬ 
crease then* prices and because, be¬ 
neath all this, the government has 
permitted an increase in the money 
supply. Conversely, in a time of low' 
demand, unemployment has risen while 
the rate of inflation has fallen 

Wages and Unemployment 

This experience was studied in the 
1950s by academic economists who 
sought to express the choice of op- 
lion** open to governments in analytical 
teims. Given a strong link between 
wage increases and inflation, increases 
in productivity apart, their inquiries 
turned on the relationship of changes 
in moiv;y wage rates and levels of un¬ 
employment. The two were found to 
have had a strong correlation between 
1861 and 1914 and a somewhat weaker 
but still significant association in the 
period since 1920. In the context of 
the post-1945 economy evidence sug¬ 
gested that, if governments would risk 
the political and economic problems 
of 2\ per cent unemployment, average 
wage increases would not normally 
exceed increases in productivity, and 
inflation would be eliminated. On the 
other ond of the scale if the authorities 
were prepared to put up with the 
possibility of social inequity and ba¬ 
lance of payments deficits, they could 
opt for a minimum level of unemploy¬ 
ment of about one per cent (allowing 
only for ‘unemployables’ and those 
switching jobs) and suffer an annual 
increase in prices of the order of six 
per cent. 

In practice, of course, these were 
over-simplifications. Unemployment in 
the UK has been more a regional than 
a national problem; inflationary pres¬ 
sures in the growth areas of the mid¬ 
lands and the south of England can 
co-exist with high employment else¬ 
where. Thus governments looked like' 
having, not each problem to a minor 


degree, but both problems in some 
magnitude. Yet, given some redressing 
of regional imbalances, the choice of 
options given seemed to work out as 
a rule of thumb approach to the dual 
problem. Annual increases in wages 
and prices during the last 20 years 
show a close inverse relationship with 
the level of unemployment between 
1950 and 1966. There was a lag 
in the 1950s; there were also the excep¬ 
tional circumstances of 1951, when 
the Korean war and devaluation 
caused sharp rises in import prices, 
and of 1963 when a pafticularly severe 
winter led to abnormal unemployment. 
These events caused distortions, 
Over the period as a whole there was 
a tendency for the pattern of wage 
increases to become more stable, indi¬ 
cating that wage demands were less 
sensitive to conditions in the labour 
market, but nothing that occurred 
before 1967 was any forctast of what 
has happened since then. In that yeaf« 
unemployment rose dramatically to 
500,000, the first time that the monthly 
average had reached that level, apart 
from the exceptional winters of 1947 
and 1963, since World War 11. Wage 
increases could have been expected to 
have fallen significantly but instead 
the rate rose by 1.6 points Since then 
unemployment has tended to rise still 
more and demands for increased wages 
have built up to a ’wage explosion'. 

II 

A NEW PATTERN 

What happened in 1967 to cause this 
change? Wage demands were probably 
inflated when the government lifted 
its nil norm for incomes early in the 
year and ended even severe restraint a 
few months later. It is reasonable to 
assume that some of tho wage increases 
in 1967 were part of the backlog from 
1966 and may have been enlarged by 
the post-devaluation surge in import 
prices, but the same cannot be said 
for the subsequent years. It is also 
possible that the nature of unemploy¬ 
ment changed significantly in 1967; 
the Labour government commissioned 
the Oxford University Social and Ad¬ 
ministrative Studies Department to exa¬ 
mine the nature of unemployment in 
the belief that it Jiad. Such figures 
as are available suggest that the in¬ 
crease in unemployment is not confined 
to a few industries but is widespread. 
Furthermore the ratio of those wholly 
unemployed to those who are tempo¬ 
rarily not working has increased, des¬ 
pite the greater number of industrial 
disputes that have made others idle. 

It might be expected that improved 
jofc mobility would be a factorbut the 
percentage of short-term unemploy¬ 
ment has fallen. It appear? that it 
is the older workers, often unskilled 
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and usually out of work 1 for a consider¬ 
able period, who have been the main 
•contributors to the change in un¬ 
employment levels in the last three 
years. A comparison of this year’s 
figures with those of 1963 when the 
total level of unemployment was com¬ 
parable, illustrates this change; those 
over 40 who have been unemployed 
for over a year are now 60 per cent 
more numerous while there arc 11 per 
cent fewer younger men out of work 
foi this period. In terms of skills it 
is significant that over half the un¬ 
employed arc labourers, and vacancies 
for such men currently run at one to 
every 18 unemployed in the nation as 
a whole it is worse in the develop¬ 
ment areas. 

In all, about three-quarters of 
the unemployed are unskilled com¬ 
pared to two-thirds seven years ago. 
Yet vacancies for other types of jobs 
are greater than might have been 
expected. The number of unfilled va¬ 
cancies is, of course, usually inversely 
proportional to the level of unemploy¬ 
ment but no dramatic fall occurred 
in 1967 to match the dramatic rise in 
unemployment levels. This supports 
the contention of some employers that 
the ical labour reserve is between 
150,000 and 200,000--the rest, they 
say, are those who are unemployable 
{estimated at a constant 200,000) and 
those who are in the process of chang¬ 
ing jobs, and perhaps being more 
leisurely about it than they used to. 
But the theory that the last category 
is increasing is hardly borne out by the 
figures mentioned earlier which indi¬ 
cate that it is the long-term unemployed 
who form most of the recent increase. 

Hidden Unemployment 

Another theory suggests that there 
has been a reduction in labour hoard¬ 
ing. In times of recession it was usual 
in the past for employers to retain 
useful workers semi-idle for a short 
while rather than declare them re¬ 
dundant and regret their departure when 
demand picks up. A recent survey 
has indicated that labour hoarding 
has been less than usual since 1967 
and that the official unemployment fig¬ 
ures have been inflated accordingly. 
Certainly there was a sharp rise in 
productivity in 1967 which would sup¬ 
port this view, but it seems unlikely 
that most of the people who then 
became unemployed would normally 
have been candidates for hoarding in 
any case. Nor have the service indus¬ 
tries, which might have been hit by the 
Selective Employment Tax, accounted 
for a larger percentage of the unem¬ 
ployed. The same survey indicated that 
hidden unemployment, consisting large¬ 
ly of married women and scrai-retircd 
men, is high at present r many such 
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people are not eligible for unemploy¬ 
ment pay or supplementary benefits 
and so do not enter the official returns. 
If this is so, official unemployment 
figures are, from this point of view, 
an underestimate. 

A third theory is that advances in 
automation and mechanisation began 
to cause widespread clerical and manual 
redundancies in 1967. It is also pos¬ 
sible that some of the less skilled 
found that the financial advantages, 
net of tax, of working did not suffi¬ 
ciently exceed the combined social 
benefit payments to warrant the 
inconvenience of having a full-time 
occupation. Overall, the evidence is 
inconclusive, ft seems clear that there 
is more demand for certain types of 
labour than there usually is at the 
present level of unemployment 
but lack of occupational and re¬ 
gional labour mobility is not the 
whole explanation of the reduction of 
sensitivity of wage demands to the 
supply and demand situation in the 
labour market which occurred in 1967. 

Ill 

OTHER EXPLANATIONS 

We must accordingly uirn to other 
solutions. There is the influence of 
what can be called ‘wagc-increasc- 
psyehology’. The ‘wage-wage’ and 
‘wage-price’ spiral are well-known in¬ 
fluences in determining the amounts of 
wage demands. It takes workers in 
only a few militantly organised indus¬ 
tries, or indeed linns, to try to get 
ahead in the wage race, by claiming and 
winning above averago demands, for 
other groups to follow suit in order 
to secure wage parity or to maintain 
differentials. This natural reaction has 
been accepted in the past by some 
arbitrators, and employers, concerned 
at possible loss of labour, have often 
put up only token resistance. Once 
this situation has occurred and the 
spiral has steepened it is unlikely to 
revert easily to the former position be¬ 
cause prices will lend to rise faster to 
pay lor the greater increase in costs and. 
this, in turn, will be used by unions to 
justify further comparable wage in¬ 
creases. 

Conversely, to flatten out the spiral 
some gioup of workers has to set the 
tone, either voluntarily through some 
self-denying ‘Dunkirk spirit’ or because 
-a more likely happening -some em¬ 
ployer gets tough with them. All this 
is not new; what is now is the increased 
militancy of labour in a wider range of 
industries and occupations. This is 
borne out by the figures for industrial 
stoppages, the maojrity of which arc 
caused by wage disputes, and by the 
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size of current wage demands. The 
average annual days lost through dis¬ 
putes rose from 2k million in 1964-66 
to 4.8 million in 1967-69 and exceeded 
7 million in 1970, making 1969 and 
1970 the worst years for days lost in 
this way since the early 1930s. The 
averago level of over 20 major wage 
claims pending at the beginning of 
September was nearly 30 per cent com¬ 
pared to an average of 10 per cent won 
by these groups of workers on their 
previous round of wage negotiations. 

Governments have been reluctant to 
grasp the nettle and oppose such de¬ 
mands with more than compromising 
reluctance; employers have little to 
gain and much to lose in the short¬ 
term by resisting demands, especially 
as they arc often made to whole in¬ 
dustries on a national scale and so do 
not affect ani ndividual firm’s compe¬ 
titiveness in idation to its British 
competitors. Nor do the unions need 
to take note of unemployment levels 
when considering industrial action; few 
employers try to hire ‘blacklegs’, few 
arc allowed to dismiss the organisers 
of disputes. In some firms, workers’ 
fear of redundancy has been changed 
to positive approval of it by the statu¬ 
tory payments that now go with it, 
there is little concern if a firm Joses 
customers through a dispute, fn ad¬ 
dition, the economic stringency facing 
strikers was, until the recent change 
in legislation, reduced by the supple¬ 
mentary benefits that were payable to 
their wives and children. 

There is thus little pressure on the 
individual to ignore the call for collec¬ 
tive action, at least given levels of un¬ 
employment that are considered poli¬ 
tically feasible today. 

Legislative Action 

Thus the result of the new situation 
is that the government has lost one 
of its policy options. Only with much 
greater difficulty can wage inflation 
now be controlled by altering the level 
of demand. To what alternatives can 
the government turn to regain control 
of wage inflation? One alternative is 
to try to make the labour market 
freer so that the old means of demand, 
management would again be efficacious. 
A by-product of the measures in the 
Industrial Relations Bill now before 
Parliament could be a small move in 
that direction; some collective sanctions 
operated by trade unions may become 
slightly harder to pul into effect, others 
may bo postpo liable by the gov em¬ 
inent and som; of the more extreme 
forms of labour monopoly may ho 
outlawed. But it will b- difficult to 
stem the tide of collective action with¬ 
out introducing much more stringent 
measuics than arc at present con- 
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tcmplaled and which might well, in 
any case, prove unworkable. 

An Income Policy 

The alternative is for the govern¬ 
ment to fall back on direct action 
With its new policy of 'disengagement' 
it will probably do this with reluctance 
but it may have no alternative. The 
method used in recent years has been 
an incomes policy, and the experience 
of 1966-67 has shown that a statutory 
wages freeze can, in the short term, 
achieve a significant reduction in wage 
demands; the political and economic 
drawbacks arc, however, evident. It 
is possible that a new variant of the 
policy will Iv tried but the idea is 
both contrary to the declared intentions 
of the present government and re¬ 
pugnant, to its traditional ideology 
It is more likely that they will opt for 
an attempt to break the 'wage-incrcase- 
psychology' rather than for a formal 
permanent incomes policy. This action 
would be designed to flatten cut the 
wages spual and could be seen as a 
short campaign that might have a 
salutary idled on wage demands im a 
longer period. In eJfccting such a 

Economic Implications 

Till: central QUrsmyr here is how 
membership of the Community would 
affect the structure of our economy and 
so the prosperity of our people. For 
many years we have faced familiar 
problems: difficulties with the balance 
of payments, a disappointing record 
in industrial investment, and an inade¬ 
quate rate of economic growth. The 
result is that we have begun to drop 
seriously behind other countries, and 
particularly the members of the Com¬ 
munity. in attaining a hiehcr standard 
of ii\ ing 

The government believes that member¬ 
ship would provide the most favourable 
opportunity for achieving the progress 
which we all desire. Studies made by 
the Confederation of British industries 
show that this belief is shared by a 
substantial majority of British industry. 

Our entry would not. of course, of itself 
bring about some automatic improve¬ 
ment in our performance and il would 
involve us in costs as well as benefits. 

The following paragraphs discuss the 
costs and advantages of membetship 
in more detail. 

All member countries contribute to 
a common budget for certain specific 
purposes, such as agricultural support, 
the Euiopeaii Social Fund, and ad¬ 
ministrative costs Wc shall be re¬ 
quired to pay a contribution to the 
Community budget which - after 
allowing for our estimated receipts 


policy the government would bo res¬ 
tricted by its limited control over 
wage negotiations in general. Only 
about a seventh of the civilian working 
population is employed directly by the 
government or works for nationalised 
industiios or local authorities, and even 
here the government's power of co¬ 
ercion is tenuous. If a showdown 
occurs in the public sector the govern¬ 
ment will have to do all in its power 
to extend such a tough attitude to the 
private sector to avoid accusations of 
partiality. 

The free labour market in the coun¬ 
try as a whole, which has suffered a 
slow demise over the past century, 
because of the increasing si/c of indus¬ 
trial units on the one hand and greater 
organisation of labour on the other, 
now appeals to have been given a final 
knock-out. The impersonal discipline 
of market forces, manipulated at a dis¬ 
tance by the government in recun years, 
has now all but disappeared. The la¬ 
bour market today is governed by the 
pace-setters in wage negotiations, and 
the government is faced with the need 
for direct action with all the political 
turmoil that this could involve 

of EEC Membership 

These e\lrac:s setting out British fioiern- 
nunt's views on economic implications of 
Kt.Cmembership arc tiken from the Whitt* 
Fa per. The United Kingdom and Luropcan 
Comnmnitiei. 

from the budget will involve a net 
cost to nur balance of payments of 
some £100 million in the first year. The 
cost in later years will depend pri¬ 
marily oil whether il becomes possible 
gradually to reduce the predominant 
share of the budget which agricultural 
expcndiluie at present takes up. If the 
structutc of the budget were to remain 
unchanged the net balance of pay¬ 
ments cost would rise to some £200 
million jn the fifth year. Thereafter 
our contribution will be limited for 
two further ycars($eebox on page 261). 

Agriculture 

Gradual adoption of the common 
agricultural policy will stimulate Bri¬ 
tish farm output and open Community 
markets to our food exports, but at the 
same time will raise food prices in the 
United Kingdom and the cost of our 
food imports. The extent of this in¬ 
crease in food prices and import costs 
will naturally depend on the difference 
between Community and world food 
prices. This difference has narrowed sig¬ 
nificantly in the last two or three years. 
But assuming a continuation of the 
present price gap and allowing for 
likely changes in patterns of United 
Kingdom production and consump¬ 


tion, the additional cost to our balance 
of payments on account of food im¬ 
ports seems unlikely to amount to 
more than about £ 5 million in the 
first year, and £50 million a year by 
the end of the transitional period. On 
the same assumption about world and 
Community prices it is estimated that 
the rise in average retail food prices 
during the transitional period result¬ 
ing from our adoption of the common 
agricultural policy will amount to 
about 24 new- pence in the £ each year. 
As a result, the cost of living will in¬ 
crease by about half a new penny in 
the £ each year, but at the same time' 
tarilf reductions should lead to lower 
prices for manufactures which will go 
some ways to oJTset this increase. The 
influence on wage movements of the 
increase in the cost of living is not ex¬ 
pected to have any significant effect on 
the costs of industry nor, therefore, on 
our balance of trade. In addition, we 
should be asked to subscribe £37*5 
million in sterling to the paid-up ca i 
pital of the European Investment 
Bank: it is expected that the greater 
part of this sum will remain in the 
United Kingdom. Wc. should also 
subscribe £24 million to (he reserve 
lunds of the European Coal and Steel 
Community (ECSC): this would be 
primarily if not vvhollv spent in this 
country. 

Effects on Industry 

The clfccts of membership on British 
industry will stem principally from 
the creation of an enlarged European 
market by the i cm ova 1 of tan IT* bet¬ 
ween the United Kingdom and the 
Community countries, and, less im¬ 
portantly, from other tariff changes* 
The response of British industry will 
be broadly of two different kinds, 
Fir&t, there will be the immediate rqa- 
action of a British exporter to each 
annual reduction in the tariff on his 
exports to the Community. This res¬ 
ponse will involve a decision whether, 
for example, to maintain his price» 
and so increase his profit margins, or 
reduce his prices and so expand his 
sales. But secondly, and in the long 
run far more significant than this 
response to relatively small annual 
changes in tariffs, will be industry’s 
decisions on how to take advantage 
by structural changes of the oppor- 


•British exporters will benefit from prefe¬ 
rential access to those markets associated, or 
having special trade arrangements, with the 
Community. On the other hand they will share 
with Community exporters their present pre¬ 
ferential position in other EFTA countries 
and in the Irish Republic; and must expect 
a faster erosion of existing Commonwealth 
preferences, which have, however, been stea¬ 
dily eroded over recent years and Which would 
probably continue to diminish m future even 
if we remained outside the Community. 



August 6, 1971 

tunities opcnod up by the creation at 
the end of the transitional period of a 
permanent, assured, and greatly en¬ 
larged market. Manufacturers will be 
operating in a “domestic market" 
perhaps five times as large as at pre¬ 
sent, in which tariff barriers cannot be 
put up against them however well 
they do. There will in consequence be 
a radical change in planning, invest¬ 
ment, production and sales effort. 

Any calculation of the effects on the 
balance of trade of these tariff changes 
will only produce a valid estimate if 
it takes account of the parallel existence 
of both these influences operating on 
industry. And a simple summation 
of estimates of industry's immediate 
responses to the small annual tariff 
changes involved would reflect only 
the false assumption thut no other 
changes were taking place. The go¬ 
vernment docs not believe that the 
overall response of British industry 
to membership can be quantified in 
terms of its effect upon the balance of 
trade. They are confident that this 
effect will be positive and substantial, 
as it has been for the Comm units. 

Use of Resources 

Growth and prosperity in any 
country, including of course each of 
the six Community countries, depend 
first and foremost upon the size and 
effective use of its resources of man¬ 
power, plant, equipment and mana¬ 
gerial skill. It is essential to deploy 
these resources to the maximum bene¬ 
fit, and this requires the pursuit of 
appropriate economic policies. This 
requirement would be mandatory upon 
the United Kingdom in any event. 
However, the general economic and 
commercial environment within which 
a country operates is also a vital ele¬ 
ment in its success in creating wealth 
and promoting welfare. The environ¬ 
ment can be conducive to growth, or 
it can be unfavourable to growth. It 
is generally agreed that for advanced 
industrial countries the most favour¬ 
able environment is one where markets 
are large, and are free from barriers 
to trade. These conditions favour 
specialisation, the exploitation econo¬ 
mies of scale, the developing and 
marketing of new products, and a high 
level of investment in the most modern 
and up-to-date equipment. Through 
increased competition, they foster the 
more efficient' use of resources over a 
wide area of industry and help to check 
the trend to monopoly positions on the 
part of large-scale organisations. 

In particular, the development and 
exploitation of modern industrial tech¬ 
nology, upon which so much of our 
employment and income increasingly 
depends, requires greater resources for 
research and development and wider 
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markets than any one western Euro¬ 
pean nation can provide. The different 
national systems of corporate law and 
taxation in western Europe make it 
difficult for European firms to combine 
and co-operate effectively to meet 
competition from the great firms whose 
resources are based on the much larger 
home markets of the United Stales 
and, more recently, of Japan. In recent 
years western European markets for 
jet aircraft and aero engines, for com¬ 
puters and advanced electronic equip¬ 
ment, for nuclear fuel and power, for 
motor vehicles and for many other 
products have been increasingly domi¬ 
nated or penetrated by the much larger 
international corporations based out¬ 
side Europe. Together, the western 
European nations can organise them¬ 
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selves to compete with these giants, 
which are otherwise bound to go on 
increasing their share of European 
industrial markets. 

Jf we enter the Community we shall 
be able to profit from the general ad¬ 
vantages of a larger market and, in 
particular, to play a full part in the 
development of industries based on 
advanced technology. If we do not 
join, wc shall forgo these opportuni¬ 
ties which the members of the Commu¬ 
nity will increasingly enjoy. Their 
industries will have a home market 
of some 190 million people, with 
preferential markets in other European 
and overseas countries. Our industries 
would have a home market of some 55 
million people, with perhaps another 


INDUSTRIAL TARIFFS 

There arc two main processes involved here, Firs!, all tariffs on trade between (he United 
Kingdom and the Six have to be diminalcd. I his is to he * in five equal stages, starting three 
months after accession. Second, subject to the special tariff arrangements referred to below, wc 
have to upply the Common External Tariff (CET) to all countries neither belonging to, nor enjoying 
any special arrangements* with, the enlarged Community. For those countries affected which at 
present have no preferential position in our market, this will Involve only fairly minor adjustments 
to the duties we apply to their goods : in general the CET is rather lower than our own tariff. How¬ 
ever, for the countries affected which currently enjoy free entry to our market, it will mean the gra¬ 
dual application of the CET to their exports to this country. It has been agreed that our move to 
the CE T should be carried out in four stages, starting a vear after accession. The table below 
shows how these arrangements would work out if we join the Community on January 1, 1973 : 



Abolition of 


Adoption of 

Cumulative 


tariffs 

Cumulative 

the CET by 

movement 


between 

reduction 

the United 

towards 


the Six and 


Kingdom 

adoption of 


the United 



(be CET 


Kingdom 





(per cent) 

(per cent) 

(per cent » 

(rer eem) 

April 1, 1973 

:.o 

20 



Jamiarv l, 1974 

20 

40 

40 

40 

January 1, 1975 

20 

60 

20 

60 

January 1, 1976 

20 

80 

20 

80 

July 1, 1977 

70 

100 

20 

100 


These arrangements have two substantial advantages for us. In (he first place they will ensure 
that within three years of entry (when the Community's tariffs will have been cut by 80 per cent) 
our exporters will have virtually duty-free access to the large and rapidly growing market of the Six. 
The opportunities w ill lie considerable. The CF/T is not on average high, but tariff averages can be 
misleading; in several sectors of importance to British industry the barriers we face arc still subs¬ 
tantial -22 per cent on commercial vehicles, up to 18 per cent on organic chemicals. 16-18 per cent 
on plastics, 18 per cent on tractors and 14 per cent on diesel engines. In the second place, the delay 
of a year before our first move to the CF.T should usefully lengthen the period of adjustment for our 
Commonwealth partners. 

SPECIAL TARIFF ARRANGEMENTS 

Duties on most industrial materials are zero in both the United kingdom tariff and the CE T 
of the Community, but there are a number of items of particular importance to British industry which 
are dutiable under the CET, and wc have sought to ensure that our membership of the Community 
will not lead to a new charge on supplies of these materials. 

In some cases, after a careful examination of the situation, it has been concluded that the 
enlarged Community will be self-sufficient. For the rest, we have agreed on arranvcmeMs which 
will ensure that about 90 per cent of our imports from outside the enlarged Community will continue 
to be imported free of duty. These arrangements will be particularly beneficial to Canada and Aus¬ 
tralia. who arc important suppliers of several of the materials concerned. 

*The countries expected to have special arrangements with the enlarged Community include: 
those members of the European Free Trade Association who do nut become members of the Com¬ 
munity; the independent Commonwealth Countries in Africa, the Caribbean, the Indian Ocean 
and the Pacific; our dependent territories, except Gibraltar and Hong Kong: and the countries 
with which the existing Community has special arrangements. The enlarged Community will 
also be offering preferences to most developing countries under the United Nations Conference 
on Trade and Development Generalised Preference Scheme. 
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45 million in EFTA, as against the 
home market of some 290 million 
people we should have if we joined the 
Community. 

Experience of the Six 

The economic growth of the Six 
countries had already been consider¬ 
able in the 1950s, as they recovered 
from the disruptions of war and occu¬ 
pation. The formation of the Euro¬ 
pean Economic Community then crea¬ 
ted an environment within which they 
have each made further and striking 
progress over the past decade. In 
considering the likely effect upon our 
economy of membership of an en¬ 
larged Community we must first 
examine the evidence of that 
decade. 

The members of the Community 
created a common market in industrial 
goods by steadily eliminating the tarills 
on imports from one another over the 
years 1959-68. The abolition of tariffs 
provided a strong and growing sti¬ 
mulus to the mutual trade of Commu¬ 
nity countries. It is estimated that by 
1969 the value of this “intra-trade" m 
manufactured products was about 50 
per cent higher than it would have 
been, had the Community not been 
formed: moreover it appears that the 
stimulus to intra-trade is continuing. 
The abolition of tariffs and this conse¬ 
quent increase in intra-trade were 
accompanied by important changes in 
the performance of manufacturing 
industries in the Six countries. Those 
industries which competed with im¬ 
ports faced an intensification of com¬ 
petitive pressure as tariffs fell, obliging 
them to seek ways of raising efficiency 
and reducing costs. By the same token, 
prospects for exporting dramatically 
improved. Import competition and 
export expansion were closely associa¬ 
ted with a growth in investment. The 
outcome of these processes was a signi¬ 
ficant improvement in the rate of grow¬ 
th of manufacturing productivity, and, 
therefore, higher national incomes in 
the Community than the member 
countries believe they would have en¬ 
joyed otherwise. Moreover, the in¬ 
crease in productivity was accompa¬ 
nied by a low level of unemploy¬ 
ment, even though* large numbers of 
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farm workers left the land for 
industry. 

Growth of Output 

The rate of growth of manufacturing 
output per head in the five major 
Community countries had already been 
at a generally high level over the 1950s 
and early 1960s, faster than in nearly 
all other comparable industrial econo¬ 
mies. Jn the latter half of the 1960s, 
however, this growth rate showed a 
further marked increase (with the one 
exception of Italy, where the very high 
rate achieved m the earlier period was 
not quite maintained). 

The rapid growth in manufactuiing 
productivity in the Six was a key fac¬ 
tor in their impressive economic re¬ 
cord in the past decade. But other 
indicators also show clearly the extent 
of the advances made by comparison, 
with the United Kingdom. For 
example, in 1958 average earnings in 
Britain were similar to those in France, 
Germany, Belgium and the Nether¬ 
lands and well over half as high again 
as those in Italy. By 1969 average 
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earnings in Ttaly had caught up 
with British earnings, and in the 
other Community countries, earnings 
were now between a quarter and a half 
higher on average than those in Bri¬ 
tain. Tn real terms (i.e., after allowing 
for price inflation), average British 
earnings had increased by less than 40 
per cent between 1958 and 1969, while 
in the Community countries average 
real earnings had gone up over 75 per 
cent. Similarly, all the Community 
countries enjoyed rates of growth of 
gross national product (GNP) per head 
of population, or of private consump¬ 
tion per head, roughly twice as great 
as Britain’s. 

Moreover, at the same time a high 
proportion of the Community’s out¬ 
put continued to be channelled int£>, 
investment, so providing the basis for 
further rapid growth. In the period 
1959-69, the Six devoted 24 per cent 
of their GNP to investment, whereas 
the figure for Britain was 17 per cent. 

Finally, the Community as a whole 
have maintained a strong balance of 


EFFECT ON FOOD PRICES 

fi is estimated that membership will affect food prices gradually oter a period cf about six years 
with an increase of about 2} per cent each year in retail prices. 4s food accounts for about a quarter 
of total consumer expenditure the effect on the cost of living would be about £ per cent each year. 
There is, of course, no harmonisation of retail prices in the Community. The effect of entry on the 
retail prices of foodstuffs here will therefore depend on many factors, including the efficiency of 
our own system of processing and distribution. It will vary from commodity to commodity. Some, 
such as butter, cheese and beef, are likely to rise by significantly more than the average; others, such 
as bread, flour and eggs, by about the average; and others, such as milk, fish, oils and fats, tea and 
coffee should show little change in price. For some fruit and vegetables, prices should be lower at 
certain times of the year. Moreover, the increase in food prices will be offset to some extent by 
lower prices for other consumer goods as a result of tariff reductions. 

These estimates compare with an estimated increase of 18-26 per cent in food prices over the 
transitional period set out in the 1970 White Paper.* Since that White Paper was published, how¬ 
ever, the gap between United Kingdom and Community food prices has narrowed considerably, 
partly because world prices have been rising faster than Community prices. 

Retirement pensioners and those dependent on other social benefits will be protected from the 
effects of the increase in food prices through adjustments in those benefits. These effects will not 
begin ta be felt until the spring and summer of 1973 and, as Indicated above, are likely then to be small. 
The government is committed at least to maintain the purchasing power of national insurance pen¬ 
sions and rcluted benefits through regular reviews every two years. In the normal cycle the next 
review will take place in 1973. Supplementary benefits are kept under close review. The govern¬ 
ment undertakes that in these reviews, both in 1973 and subsequently. Ail] allowance will be made for 
the effect on prices of joining the EEC. National Insurance pensioners and beneficiaries, as 
well as those entitled to supplementary benefits will share In the increased prosperity flowing from 
membership of the Community. Accession to the Community will not alter In any way the National 
Health Service. 

♦Britain and the European Communities : An Economic Assessment, (Cmod. 4289, 
February 1970). 
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payments position, earning a surplus 
on current account of more than 
$25,000 million over the period 1958 
to 1969; by comparison the United 
Kingdom had a small cumulative deficit 
on current account over these years. 

Prospects for Our Economy 

This, then, has been the experience 
of the Community. It is the conviction 


of the governments, of the industries, 
and of the trade unions in the Six 
countries that their economic progress 
has been promoted in large measure by 
the changes brought about by the crea¬ 
tion of the Community. The economic 
structure of the United Kingdom is in 
many respects similar to that of the 
member countries of the Community. 
We, like they, arc a highly industrialised 
society, without large indigenous re¬ 


sources of raw materials, and thus 
heavily dependent upon foreign trade. 
Like the three larger members of the 
Community — which in size of popu¬ 
lation are closely comparable to our¬ 
selves — we have a widely diversified 
industrial structure, which has great 
potential for development in a larger 
market. 

In the light of the experience of the 


CONTRIBUTION TO THE COMMUNITY BUDGET 

From the outset the Government recognised, as did their predecessors, that it would not be possible to seek to make fundamental alteration 
in the system of providing funds for the Community. The existing members had finally agreed this system among tbemsel res early in 1970 only after 
considerable difficulty and regarded it as an essential part of the process of “completing" the Community envisaged in The Hague Communique. 
The negotiations have bien therefore directed to finding a method to enable us gradually to adapt to the Community system over a period of years, 
without placing an undue harden on our economy. 

The solution which has been reached is as follows. A percentage or “key" has been set, broadly corresponding to our present share of the 
total gross national product (GNP) of the 10 countries likely to form the enlarged Community. This will represent the proportion of the budget which 
we should nominally be expected to pay in the first year of membership. This key will then increase marginally in each of the four subsequent yean, 
under similar arrangements to those agreed by the Six for themselves. 

However, wc shall pay only a proportion of our nominal contribution over these first five years. The proportion will increase in annual steps. The 
effect of these arrangements is shown In the table below. Column 2 sets out the nominal key which has been agreed. Column 3 shows the proportion 
of this nominal key which we shall in practice be required to pay. Column 4 gives our resulting share of the Community budget in each year. Column 5 
sets out the possible size of our gross contributions on the assumption that the budget amounts to £1,400 million In 1973 and rises to £1,600 million by 1977. 
Column 6 shows the estimated build-up of our receipts from the budget, and the resoltiug estimate, of our net payments are shown in the final column. 

It will be seen that we should be required to pay 8 64 per cent of the budget of the enlarged Community in the first year, rising to 18 92 per cent 
in the fifth year—the latter being broadly comparable to our proportion of the gross national product of the enlarged Community. 

After the first five years there will be a further period of two years during which the size of our contribution will continue to be limited as follows. 
The Commission will calculate what our contribution to tbe budget would have been in 1977 if we had been required in that year to apply the direct income 
system in full. In 1978 our contribution will not increase above that for 1977 by more than two-fifths of any difference between the Commission’s calcula¬ 
tion and our actual contribution in 1977. In 1979 the increase in our contribution over 1978 will be limited similarly. 

In 1980 and subsequent years we shall be required to contribute 90 per cent of our agricultural levy and customs duty receipts and such Value Added 
Tax (VAT) (not exceeding the yield of a one per cent VAT) as is necessary from each member country to dose any gap between Community expenditure 
and Community revenues from levies and duties. It is not possible to make any valid estimate of the size of our levy and duty receipts in the 1980s. The 
outcome depends on a large number of unpredictable factors. For example, earlier estimates of our levy receipts in the mid-l970’s have already been in¬ 
validated by the recent substantial narrowing in the gap between world and Community food prices. Nor is it possible to make any reliable forecast 
of future size and pattern of our trade and so of the sources of imports, on which any estimate of both levy and duty receipts must depend. Finally, it is 
impossilbe to foresee the likely size of our VAT contribution. The size of this contribution (if any) would be a function of the size of (he Community 
budget and of aggregate receipts of levies and duties from all member countries. The gap between these two amounts would have to widen very considerably 
indeed if member countries were to be required to contribute the full one per cent of VAT. This gap is only likely to widen in this way if the enlarged 
Community were to spend ouch more on non-agricultnral activities such as industrial and regional development, in which case the United Kingdom could 
expect to enjoy much larger receipts. 

Thus, In the government’s view, neither our contribution to, nor our receipts from, the Community budget in the 1980s are susceptible of valid 
estimation at this stage. And it is for this reason that the Community declared to us during the course of the negotiations that if unacceptable situations 
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(1) 


(2) 

(3) 

(4) 

(5) 

(*>> 

IT) 

Year 


UK key 
(percentage of 
Community 
budget) 

Percentage 
of key to 
be paid 

UK 

contribution 
(percentage of 
Community 
budget) 

Possible 

UK 

gross 

contribution 

Possible 

UK 

receipts 

Possible 

UK 

net 

contribution 

1973 


19 19 

45*0 

8*64 

(£m) 

120 

(£m) 

20 

(£m) 

100 

1974 


19-38 

56 0 

10*85 

J55 

40 

115 

1975 


19*77 

67 *5 

13-34 

195 

55 

140 

1976 


, 20 *16 

79*5 

16-03 

245 

75 

170 

1977 


20 56 

92*0 

18-92 

300 

100 

200 
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Six themselves, and their conviction 
that the creation of the Community 
materially contributed to their growth, 
and of the essential similarity of our 
economies, the government is confident 
that membership of the enlarged Com¬ 
munity will lead to much improved 
efficiency and productivity in British 
industry, with a higher rate of invest¬ 
ment and a faster growth of real wages. 
The studies, mentioned earlier, made 
by the Confederation of British [in¬ 
dustries show that this belief is shared 
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by a substantial majority of British 
industry, whose own interests are at 
stake, and who arc in the best position 
to judge. A more efficient United 
Kingdom industry will be more com¬ 
petitive not only within the enlarged 
Community but also in world markets 
generally. 

These improvements in efficiency 
and competitive power should enable 
the United Kingdom to meet the ba¬ 
lance of payments costs of entry over 
the next decade as they gradually 
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build up. The improvement in efficiency 
will also result in a higher rate of 
growth of the economy. This will make 
it possible to provide for a more rapid 
improvement in our national standard 
of living as well as to pay for the costs 
of entry. For example, if a rate of 
growth of national income a 1 per cent 
higher were to be achieved as a result 
of membership, by the end of a period 
of five years our national income would 
be some £1,100 million higher in the 
fifth year. 


SYNDICATE BANK'S 

RECORD OF PROGRESS 

DURING 2 YEARS: SINCE NATIONALISATION 


Account of Progress (From July I960 to June 1971) 


Rise . Percentage 

Rise 


DEPOSITS From Rs. 126.86 crores to Rs. 177.80 crorcs Rs. 50.94 crorcs 40.30% 

ADVANCES From Rs. 90 36 crores to Rs. 123.61 crores Rs. 33.25 crorcs 36.80% 

DEPOSIT ACCOUNTS From 13.10 lakhs to 21.02 lakhs 7.92 lakhs 60.50% 

BORROWING ACCOUNTS From 2.58 lakhs to 4.20 lakhs 1.62 lakhs 62.80% 

BRANCHES From 306 to 495 189 61.80% 


ADVANCES TO PRIORITY SECTORS 


JULY 1969 MAY 1971 


No. of A/cs. 

Amount 

No. of A/cs. 


Amount 

AGRICULTURE 

40,443 

Rs. 9.69 Crores 

98,251 

Rs. 

16.33 Crores 

SMALL SCALE INDUSTRIES 

5,932 

Rs. 10.14 Crores 

9,726 

Rs. 

18.00 Crores 

TRANSPORT OPERATORS 

1,450 

Rs. 2.67 Crores 

3,768 

Rs. 

4.57 Crores 

RETAIL TRADE 

17,823 

Rs. 4.43 Crores 

26,300 

Rs. 

7.03 Crores 

ASSISTANCE TO STUDENTS 

793 

Rs. 27.64Lakhs 

3,060 

Rs. 91.39 Lakhs 

SELF EMPLOYED AND PROFESSIONALS 

5,320 

Rs. 72.47 Lakhs 

14,206 

Rs. 

1.81 Crores 

SMALL BUSINESS 

3,455 

Rs. 34.86 Lakhs 

9,691 

Rs. 99.02 Lakhs 

EXPORTS 

466 

Rs. 5.90 Crorcs 

823 

Rs. 

9.10 Crores 



DISTRIBUTION OF BRANCHES 

♦ 


In rural areas 

188 

In semi-urban areas Tn urban areas 

170 137 


Total 

495 


SYNDICATE BANK 


Head Office: 
Manipal 


K.K. PAI 
Custodian 
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Trade 


STATE LOANS 

Fifteen state governments have 
announced their market borrowing pro¬ 
gramme for the current financial year 
in the from of 5.75 per cent 1983 
cash^cum-conversion loans at par for 
aggregate amount of Rs 158.75crores. 
The notified amounts of the new loans 
are as follows: Andhra Pradesh Rs 
12.75 crores, Assam Rs 6.25 crores, 
Bihar Rs6.25 crores. Gujarat Rs 12.75 
crores, Haryana Rs 5.50 crores. Ke¬ 
rala Rs 7.75 crores, Madhya Pradesh 
Rs 10 crores, Maharashtra Rs 18 
crores, Mysore Rs 10 crores, Orissa 
Rs 7 crores, Punjab Rs 6 crores, Rajas¬ 
than Rs 7.25 crores, Tamil Nadu 
Rs 19.50 crores, Uttar Pradesh Rs 15.50 
crores and West Bengal Rs 14.25 cro¬ 
res Subcriptions to the new loans 
will be received from August 19 to 
25, but the lists may be closed earlier 
without notice as soon as the subs¬ 
criptions amount approximately to the 
notified amount. As usual, all the 
state governments reserve their right 
to retain subscriptions up to 10 per 
cent in excess of the notified amounts. 
The loans will be redeemable at par 
after 12 years, that is on August 19, 
1983 and interest will be paid half- 
yearly on February 19 and August 
19 each year. Interest will be taxable. 
Interest on government securities along 
with income in the form of interest 
or dividends on other approved invest¬ 
ments will be exempt from income-tax 
subject to a limit of Rs 3.000 per 
annum and subject to other provisions 
of Section 80 of the Income-tax Act 
1961. Securities of the 4 per cent ,,1971 
loans of 13 states, which are maturing 
on August 18, 1971, will be accepted 
at par for conversion into the new loans 
of the respective state governments. 
Interest on the maturing securities 
accepted for conversion will be paid 
at the rate of 4 per cent per annum up 
to and inclusive of August 18, 1971. 

EXPLORING EXPORT MARKETS 

The Indian Institute of Foreign 
Trade is implementing a project for 
exploring the ovetseas markets for 
selected ptoduct groups by sponsoring 
selected groups of executives ftom the 
trade and industiy, Fifty executives 
in seven product groups are being 
sponsored in the cunent year foi visit¬ 
ing potential maikets for their pro¬ 
ducts in the countries of Europe, USA, 
Canada, west Asia, Africa and south¬ 
east Asia. The product groups selected 



for this programme comprise (i) Lea¬ 
ther and leather manufactured pro¬ 
ducts; (ii) processed foods and spices; 
(iii) handicrafts; (iv) automobile 
ancillaries; (v) marine products; (vi) 
light electrical goods and (vii) plastics. 

FOREIGN TRADE 

In May 1971, exports from this coun¬ 
try totalled Rs 132.16 crores, about Rs 
14 crores more than in the same month 
in 1970. The details for May are: 

(Rs croies) 

1971 1970 

Exports (incl. re¬ 
exports) 132.16 118.37 

Imports 159.15 117.77 

Balance of trade —26 99 +0-60 

The cumulative total for April-May 
1971 as compared w ith the same period 
in 1970 are: 

(Rs crores) 
1971 1970 

Exports (incl. re¬ 
exports) 259.28 246.10 

Imports 303.48 264.37 

Balance of trade —44.20 —18.27 

OVERSEAS CONTRACTS 

International bid invitations received 
in the Directorate of Commercial 
Publicity, Ministry of Foreign Tiadc, 
during the week ending July 24, 1971, 
reveal that there is considerabe scope 
for the export of electrical items, so¬ 
phisticated manufactures of metals, 
railway rolling stock, drugs and chemi¬ 
cals etc. for the economic activities in 
the developing regions. There is also 
scope for the Indian entrepreneurs in 
regard to the export of consultancy 
services and establishment of turnkey 
projects abroad. 

BHILATS EXPANSION 

The sixth blast furnace of Bhilai 
steel plant was recently commissioned 
by Mr IS. Mohan Kumaramangalam 
Minister of Steel and Mines. The unit 
which can produce about 600,000 
tonnes of pig iron pet year, is the first 
step in Bhilai's expansior progiamine 
beyond its present annual capacity of 
2.5 million tonnes of steel ingots. A 
feature of the new blast furnace is that 
the design and detailed engineering 


work has been undertaken entirely by 
Indian engineers of the Central En¬ 
gineering and Design Bureau of Hindu¬ 
stan Steel Limited. 

MORE CEMENT UNITS 

The union government has decided 
to license on an ‘‘urgent basis” addi¬ 
tional capacity for cement to meet the 
growing demand with the rising tempo 
of construction activity. A press note 
issued recently stated that preference 
would be given to applicants in thi 
northern and eastern zon?s which are 
cement deficit areas. Intending entre¬ 
preneurs have been advised to submit 
theii applications to the Secietary, 
Ministry of Industrial Development, 
New Delhi, complete in all particulars, 
by August 31, 1971. 

FINANCE FOR TEA 

The Reserve Bank proposes to set 
up a working group for examining 
greater flow of credit to the tea industry 
through the participation of various 
institutions providing term finance. 
The terms of reference of the working 
group will be ri) to review the existing 
institutional arangements for financing 
the medium and long-term credit re¬ 
quirements of tea plantations, as well as 
policy and procedures governing the 
same; (ii) to inquire into the scope for 
and to determine the ways and means 
and terms and conditions and the 
purposes for which the vaiious exist¬ 
ing financial institutions could partici¬ 
pate in term loans to tea plantations; 
and, (iii) to indicate the institutional 
agency through which the joint lend¬ 
ing to the industry is to be channelled, 
if such joint lending is considered 
desirable and feasible. 

ANDHRA PRADESH BUDGET 

The Andhra Pradesh budget for 
1971-72 shows an overall surplus of 
Rs 13.78 crores. with revenue receipts 
placed at Rs 319.65 crores and ex¬ 
penditure estimated at Rs 305.87 crores. 
The expenditure for 1971-72 was Rs 
5.73 crores more than what was esti¬ 
mated in the vote on account. In the 
capital account, the expenditure was 
expected to be Rs 52.28 crores and 
taking public debt, loans and advances 
and public account together, transac¬ 
tions for the year 1971-72 were expec¬ 
ted to leave an overall deficit of Rs 
9.59 crores. 

I.D.B.L BRANCH AT HYDERABAD 

A branch office of the Industrial 
Development Bank of India (IDBI) 
started functioning at Hyderabad 
(Andhra Pradesh State Co-operative 
Bank Building at Troop Bazar, Hydera¬ 
bad) from July 19.1971 under the over¬ 
all supervision of the Regional Office 
of IDBI at Madras. The branch office 
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which will be under the chaigc of a 
manager, will, to begin with, develop 
closer operational links and maintain 
liaison with the central and state go¬ 
vernment agencies, state financial coi- 
poration, banks and other regional 
financial and development institutions/ 
bodies connected with the growth of 
industries, particularly in the medium 
and small sectors, in the state of An¬ 
dhra Pradesh. 

CRUDE PRICES 

Mr P.C. Sethi stated recently that 
the oil companies had increased their 
price of crude first on December I, 
1970, again with effect from February 
15, 1971 and on the third occasion 
with effect from June 1,1971, thus mak¬ 
ing a total increase of 40 cents per bar¬ 
rel in the case of Aghajari crude sup- 
lied by Burmah Shell and Caltex and 
y 41 cents per barrel in the case of 
Arabian mix supplied by Esso. The 
government had made it cleat to the 
oil companies that they did not see 
sufficient justification for the oil com¬ 
panies passing on the entire increase 
in taxes and royalties to this country. 
However, in order not to alfect the 
country's industrial growth the govern¬ 
ment allowed import of crude provi¬ 
sionally at the higher prices. On July 
5, Burmah Shell informed the govern¬ 
ment that from July 15, 1971 their 
price of Aghajari crude would be fur¬ 
ther increased from SI. 68 to $1.73 per 
barrel. Similar notice was given by Cal¬ 
tex on July 6, 1971, stating that their 
price increase will become effective from 
July 18. On July 5, Esso also gave simi¬ 
lar notice that the price of the Ara¬ 
bian Mix will increase to $1.70 per 
barrel from $1.66 with effect from 
July 10, 1971. Unlike the previous in¬ 
creases in oil price which were sought 
to be justified by the oil companies as 
following from the Teharan agreement, 
this last increase, they contend, was 
justified on the basis of a further in¬ 
crease in the prevailing world prices 
of crude. This was a new situation 
and the government was examining 
the position with regard to crude prices 
currently obtaining in the world market. 
Meanwhile foreign exchange was 
being released for imports at the June 
1, 1971 prices, he said. 

BENNY DEALERS' MEET 

Over 500 people representing Binny 
guarantors, wholesale dealers and ex¬ 
clusive shop-owners gathered at the 
Pink Hall of Hotel Dasaprakash, Mad¬ 
ras to begin the All-India Binny Dealers, 
Conference. Over 50 senior marketing 
and production executives and mana¬ 
gers of Binny Limited welcomed 
them. Mr P. Unnikrisfman, director, 
of the company stated that this unusual 
gathering of people, who steer the dist¬ 
ribution and production of Binny tex¬ 


tiles in this country, is meant to provide 
an exchange of ideas and a two-way 
traffic in business communications. 
Out of this conference will emerge an 
aggressive well-formulated selling pro¬ 
gramme for the company, resulting ifc 
a wider range of fabrics systematised 
supply, greater customer satisfaction 
and improved qualities and service— 
factors that have made Binny a great 
name in textiles over the decades. 

FERTILIZER CORPORATION 

The Fertilizer Corporation of India 
has won its case pertaining to the 
Nangal fertilizer project against Messrs 
Saint Gobain of Paris. Lord Devlin 
gave an award for Rs 123 lakhs in fa¬ 
vour of FCI. The remittance has been 
received recently. 

RAMPUR RUM 

Contcssa Rum, a product of the 
Rampur Distillery & Chemical Co 
Ltd, Rampur, has been named winner 
of the silver medal for liquor at the 
1971 Monde Selection held at Brussels 
this year. The medal itself will be pre¬ 
sented at a special prize-giving cere¬ 
mony at Brussels on September 18, 
1971. This recognition opens the possi¬ 
bility of substantial exports of Indian 
made foreign liquor flMFL) from 
this country. This award comes soon 
after the distillery had achieved the 
distinction of being the first manufac¬ 
turer to get 1SI approval for its pro¬ 
ducts. The ISI seal had been granted 
to the company for seven of its gin, 
whiskey, rum and brandy products. 

ESSO 

Esso profit remittances for the three 
years—1968, 1969 and 1970 were only 
Rs4.5 crores which represented 5.5 
per cent of the total remittance during 
this period. Clarifying the company’s 
position regarding reports on heavy 
remittances appearing in some sections 
of the press, an Esso spokesman 
pointed out that these remittances 
were not profit remittances only but 
payments made towards purchase of 
crude as well as bunker and aviation 
supplies made to Indian customers 
abroad. He pointed out that the crude 
remittances which constitute as much 
as 75 per cent of the total are unavoid¬ 
able for any refinery, either public or 
private, so long as the country is not 
self-sufficient in crude production and 
a large portion of the country’s crude 
oil requirements continue to be impor¬ 
ted. 

COCA-COLA EXPORTS 

The Coca-Cola Export Corporation 
has stated that Coca-Cola does not get 
anything more than any other exporter 
of non-alcoholic beverage bases gets. 
Indian-owned bottling plants involving 
an aggreagate investment in excess of 
Rs 10 crores; have been sanctioned by 


the government under terms and con¬ 
ditions which ensure that the supply of 
concentrate to these bottling plants 
does not result in any additional burden 
of foreign exchange by way of raw 
materials wWch have to be earned 
through exports of concentrate, 
Coca-Cola generates present national, 
turnover of approximately Rs 30 
crores, employment of over 
200,000 people and revenue earnings 
to the government of almost Rs 10 
crores annually. 

GUJARAT STATE FERTILIZERS 

Mr C.D. Thakkar, President, Indian 
Chemical Manufacturers Association, 
in a statement has pointed out that, 
according to a recent report, a pro¬ 
posal was being mooted to convert a 
leading joint sector company, namely, 
Gujarat State Fertilizers Co. Ltd, 
into a fully paid public sector com¬ 
pany. The Gujarat State Fertilizers* 
has a dominant holding of 49 per cent 
by the state government and also subs¬ 
tantial holdings by official bodies like 
nationalised banks, the Life Insurance 
Corporation and the industrial Deve¬ 
lopment Bank, which ensures that the 
government can effectively guide the 
management of the organisation and 
intrervene in any issue considered im¬ 
portant. However, any move to upset 
the existing pattern of management 
and control of the organisation, Mr 
Thakkar pointed out, could not but 
adversely affect the efficiency of this 
important organisation. He, has, 
therefore, appealed to the government 
not to accommodate any proposal that 
affects the joint sector status of the 
company. 

LEIPZIG FAIR 

The 1971 Leipzig Autumm Fair will 
have some 6,500 exhibitors from the 
German Democratic Republic and other 
countries. It will be marked by commer¬ 
cial activities and extensive programme 
of scientific and technical lectures. 
Exhibtiors at the 1971 Fair will contri¬ 
bute more than 100 exhibit-related lec¬ 
tures. providing technical information 
to the programme of scientific and 
technical events organised at the Fair. 
Key themes will be from the engineer¬ 
ing fields such as from those of chemi¬ 
cal plant making and the chemical 
industry, pharmaceutical industry, pa¬ 
per, printing and allied machinery. 

NAMES IN THE NEWS 
Asian Development Bank Vice Presi¬ 
dent Mr C.S. Krishna Moorhti has been 
appointed for a further five-year term 
commencing from December 19, 1971. 
Mr Krishna Moortbi’s reappointment 
was recommended by ADB President 
Takeshi Watanabe, and Was approved 
by the Bank’s 12-man board of dire¬ 
ctors. 
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TATA IRON 

Tn a statement issued on the occasion 
of the annual general meeting held re¬ 
cently, Mr J.R.D. Tata, Chairman, 
Tata Iron and Steel Company, told the 
shareholders that the company was still 
some way away from re-establishing 
full rated production, although the 
completion of modernisation and me¬ 
chanism of ore mines and the commis¬ 
sioning of the pelletisation plant should 
improve operations in blast furnace. 
He added that there were still some 
impediment to higher production such 
as inadequacy of coke and its high ash 
content. 

Mr Tata pointed out that com¬ 
pany’s programme of colliery ex¬ 
pansion and modernisation should im¬ 
prove the availability of washed coal 
low in ash content. Mr Tata made it 
clear that steel making and rolling faci¬ 
lity of Jamsnedpur, other than the one 
put up under the two million ton pro¬ 
gramme 12 years ago, needs major 
programme of modernisation. Such 
a project would have to be super¬ 
imposed on the existing programme 
involving an expenditure of Rs 100 
crores over the period 1970-75 on the 
pelletisation plant, the replacement of 
the coke ovens, the collieries project, 
and the usual normal replacements and 
renewals. In this context the govern¬ 
ment’s approval was awaited for the 
issue of Rs 20 crores on debentures 
to finance the current programme, he 
added. 

The increase in price of Rs 71 per 
tonne, on the product-mix of the 
company granted by the govern¬ 
ment from January 1, 1970, had 
already been largely neutralised 
by increases in costs. With further 
escalations which had taken place 
since the close of the year and 
which might be expected during the 
current year, little if anything will re¬ 
main of the benefit of last year’s in¬ 
crease in prices. Notwithstanding the 
political unpopularity of any increase 
in steel prices the need for it would 
soon be inescapable if the health of the 
industry was not to be jeopardised, 
Mr Tata stated. 

JAY ENGINEERING 

During the year ended March 31, 
1971, the Jay Engineering Works Ltd, 
recorded gross profit of Rs 96.34 lakhs 


which was about 35 per cent more than 
last year. This had enabled the direc¬ 
tors to recommend a dividend of 10 
per cent on equity shares compared to 
eight per cent last year. The financial 
results for the year have to be viewed in 
the context of four and a half months 
of production stoppage at the sewing 
machine factory at Calcutta due to ad¬ 
verse labour situation. Operations of 
the fan factory at Calcutta were also 
seriously affected by the stoppage 
of sewing machine factory, as castings 
are supplied to the fan factory by the 
sewing machine factory. Profit for the 
year would have been much better but 
for the resultant loss of production 
for over one-third of the year. 

The units at Hyderabad and Agra 
made notable progress and registered 
rapid production increases. The satis¬ 
factory overall financial results of the 
company have been possible in no small 
measure due to the contribution of 
these two units. Geographical disper¬ 
sal of production has helped the com¬ 
pany’s operations. While making efforts 
to maintain and indeed improve the 
excellent facilities at Calcutta, the pro¬ 
cess of developing the alternative pro¬ 
duction units has been continued in 
the interest of the company’s operations 
and profitability. The directors propo¬ 
sed to transfer Rs 34.05 lakhs to de¬ 
preciation, Rs 3.20 lakhs to develop¬ 
ment rebate reserve and Rs 38.50 lakhs 
to tax provision. Equity dividend will 
absorb Rs 19.74 lakhs. 

A feature of the year's operation 
has been an addition of over Rs 60 
lakhs to capital assets. It has been 
pointed out that current operations 
were proceeding satisfactorily, but 
rising costs continued to make a dent 
in earnings. Despite this the outlook 
for the current year has been 
considered optimistic. 


LARSEN AND TOUBRO 

Sales of Larsen and Toubro Limited 
for the first quarter, ended June 30, 
1971, at Rs 470 lakhs show an increase 
of 29 per cent over the same period of 
the previous year. Output from the 
company's workshops has also risen 
appreciably. The backlog of orders has 
shown substantial improvement. It 
was Rs 28 crores on June 30, 1971 
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against Rs 24 crores on June 30, 1970* 

ASIAN ELECTRONICS 

The directors of Asian Electronic 
Ltd have proposed a bonus issue of 
equity shares in the proportion of one 
share for every six shares held besides 
maintaining an equity dividend of R$ v 
10 per share for the year ended March 
31, 1971 on the company’s higher capi¬ 
tal resulting from the one-for-fivc 
bonus issue made during the year. The 
proposed bonus shares will be issued 
by capitalising reserves to the extent of 
Rs six lakhs. The company has earned 
in 1970-71 a gross profit of Rs 14.90 
lakhs compared to Rs 22.92 lakhs 
for the previous year, the sales drop¬ 
ping from Rs 63.36 lakhs to Rs 60.62 
lakhs. Its net profit amounts to Rs3.60 
lakhs compared with Rs 7.75 lakhs 
for the previous year after provid¬ 
ing Rs 7.15 lakhs for depreciation, Rs 
50,000 for development rebate reserve 
and Rs 3.65 lakhs for taxation. A sum 
of Rs 3.65 lakhs has been transferred 
to the general reserve out of which the 
proposed equity dividend amounting 
to Rs 3.60 lakhs will be paid. 

UNIVERSAL CABLE 

Universal Cable Ltd recorded an 
increase in sales from Rs 6.50 crores to 
Rs 8.09 crores during the year ended 
March 31, 1971. A gross profit of Rs 
101.15 lakhs for the year was earned 
as against Rs 73.54 lakhs in the previ¬ 
ous year. After providing Rs 31.82 
lakhs for depreciation, Rs 16.40 lakhs 
for taxation and Rs 6.25 lakhs for de¬ 
velopment rebate reserve, the net pro¬ 
fit works out to Rs 46.68 lakhs, which 
has been transferred to general reserve. 
The directors have proposed to raise 
the ordinary dividend to 12 per cent 
from 10 per cent paid previously and 
is payable out of general reserve. 

JNDO ASAHI GLASS 

Indo Asahi Glass Co. Ltd. Bhur- 
kunda, Bihar, is likely to achieve a 
production target of 600,000 cases by 
the end of 1971 or early next year. Mr 
Kurata, President of Asahi Glass Co. 
Ltd, Japan, who is on a short visit to 
India, stated recently that the parent 
company in Japan has developed a new 
process of manufacturing sheet glass 
without distortions and bubbles. The 
process, according to him, would help 
achieve higher production due to unin¬ 
terrupted run for a greater period and 
at a greater speed of the machines. He 
added that this process would be of a 
great help to the sheet glass industry 
in India. Indo Asahi had recently ex¬ 
ported 5,000 cases of sheet glass to the 
USA worth over Rs two lakhs. Total 
exports of the company were around 
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Rs 24 lakhs a year. Mr Kurata dis¬ 
posed that the company had under its 
active consideration several schemes to 
broaden its activities by diversifying 
the production of sheet glass and enter¬ 
ing into the manufacture of soda ash, 
caustic soda and chlorine. 

CEAT TYRE 

The directors of Coat Tyre of India 
Ltd, have proposed to issue 50,600 
rights shares of Rs 100 each at a pre¬ 
mium of Rs 100 per share (at a price 
of Rs 200 per share) in the ratio of one 
share for every six shares held. The 
proceeds of the rights issue amountirg 
to Rs 1.01 croros will be utilised to 
meet a part of the finance required for 
the company's expansion projects. 

LICENCES & LETTERS OF INTENT 

The following licences and letters 
of intent were issued under the Indust¬ 
ries (Development and Regulation) 
Act 1951, during the three weeks ended 
March 20,1971. The list contains names 
and addresses of the licensees, articles 
of manufacture, types of licences—New 
Undertaking (NU); New Article (NA): 
Substantial Expansion (SE); Carry on 
Business (COB), Shifting and annual 
installed capacity. 

LICENCES ISSUED 
Metallurgical Industries 

M/s Asiatic Wires Ltd; P. 23/24. 
Radha Bazar Street, Calcutta. (Ma- 
dhyamgram-West Bengal)—Galvanised 
Steel Wires: (a) upto 18 gauge—4 500 
tonnes p.a. (b) Thinner than 18 gauge 
—10,000 tonnes p.a. (NU); M/s 
Chaliha Rolling Mills Pvt. Ltd; 5, 
Mission Row, Calcutta. (Calcutta- 
West Bengal)—(i) Galvanised Barbed 
wire—3,700 tonnes p.a., (ii) Concertina 
Barbed wire—1,300 tonnes p.a. (COB). 

Fuels 

M/s Cochin Refineries Ltd; P.B. 
No. 1751, Cochin-16. (Cochin-Kerala) 
—Annual capacity after expansion in 
(tonnes). 1. Naphtha—2,67,000 2. 
Motor Spirits—1,84,000 3. Kerosene— 
7,35,000 4. High speed Diesel— 
7,07,000, 5. Furanee oil — 1,110,000 
6. Bitumen— 118,000, 7. Plant Fuels— 
Loss' - 169.000, 8. Liquified Petroleum 
Gas--10,000. (SE); Shri Mahabir 

Prasad: Marwari Village & Post Office, 
Pathargama, Dist. Santhal Pargana. 
(Bihar>—Coal—15,000 tonnes per an¬ 
num. (NU); Shri Baij Nath Kedia: 
P.O. Pakur. E. Rly. Loopline, S.P. 
Bihar. (Chilgo Colliery-Bihar)—Coal 
—12,000 tonnes per annum. (NU); 
M/s Pure Kustorc Collieries Co. 
Ltd; Pure Bansra Colliery, Village 
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Bansra, P.O. Raniganj (Burdwan) 
(Pure Bansra Colliery-West Bengal)— 
Coal—2,00,000 tonnes per annum. 
(SE). 

Electrical Equipment 

M/s Sarson Industries Pvt. Ltd; 
Pimpri, P.F., P.O. Poona-18. (Pimpri- 
Maharashtra) -A. Motor Starting Elect- 
trolytic capacitors -*■ 1 Lakh number 
p.a., 2. Paper Capacitors — Ten Lakh 
Numbers p.a. (NA). 

Transportation 

M/s. Hero Cycle Industries, G.T. 
Road Ludhiana-3. (Ludhiana-Pun- 
jab)—1. Complete Bicycles—2,40,000 
nos. p.a. 2. Bicycle Rims —6,00,000 
Nos. p.a. 3. Handle Bars—1,60,000 
Nos. p.a. 4. Pedals—1,60,000 nos. 
p.a. 5. Chainwheel with Cranks 
—1,60,000 Nos. p.a., 6. Saddles— 
1,60,000 Nos. p.a. (COB); M/s The 
Wheel & Rim Co. of India Ltd: ‘Hu- 
zur Gardens', Sembiam, Madras 
(Sembiam, Madras -Tamil Nadu)— 
Bicycle Rims —12 lakhs (Twelve Lakhs) 
Nos. p.a. (COB); M/s Road master 
Tnds. of India Ltd; A-2 Industrial 
Area, Meerut Road, Ghaziabad 
(Ghaziabad-Uttar Pradesh )~ Bicycle 
Rims—3,00,000 pairs, p.a. (COB) 

Industrial Machinery 

M/s Ruckan-Wolf New India En¬ 
gineering Works Ltd; Pimpri-Poona- 
18. (Maharashtra)—Steam Tube Cal- 
ciner (Drier) Plants—Rs 80 lakhs (Rs 
Eighty lakhs) only per annum. (NA); 
M/s Holman Climax Mfg. Ltd; Char¬ 
tered Bank Building, Calcutta-1. (Tita- 
ghur, 24 Parganas-West Bengal)—(i) 
TA-13 ‘S’ (120 cfm) 60 Nos. p.a., (ii) 
TA-13 ‘T’ (120 cfm)—90 Nos. p.a. 
(COB). 

Machine Tools 

Managing Director, Praga Tools 
Ltd; 6-6/8/32 Kavadiguda Road, 
Secunderabad-3. (Secunderabad- 

AndhraPradesh)—Thread Rolling Ma¬ 
chines—20 Nos. p.a. (NA). 

Engineering Industries 

M/s Snail Spanners (I) and Tools 
Ltd; 87, Nagdevi Cross Lane, Bom¬ 
bay-3. (Bhandup-Maharashtra)—In¬ 
dustrial Knives-500 tonnes p.a. (NA). 

Office Sc Household Equipment 

M/s K.C.P. Ltd.; Machcrla, Guntur, 
Andhra. (Madras-Tamil Nadu)—J. 
Electronic Calculating Machines—500 
Nos. p.a. (NA); M/i Electronics 
Ltd.; Electronics House, 12-A, Con¬ 
naught Place, New Delhi-1. (Farida- 
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bad-Haryana)—Room Air Coolers— 
10,000 Nos. p.a. (SE). 

Medical and Surgical Applicances 

M/s Laboratories Vifor (I) Pvt. 
Ltd.; 85, Dr. Annie Besant Road, Worli, 
Bombay-18. (Bombay-Maharashtra)— 

1. Infusion set type ‘A’—3 lakhs comp¬ 
lete Units, 2. Infusion set with double 
out type ‘C*—3 lakhs complete units 

3. Twin Infusion set Type *D’—3 lakhs 
complete units, B. Vifor Equipment for 
Blood Administration, 1. Twin infusion 
set type ‘B’—3 lakhs # complete units. 

2. Blood Administration set (Standard 
Type—3 lakhs complete units, 3. Blood 
Collecting set (for gravity) Type ‘G’ 
—3 lakhs complete units, 4. Blood Ad¬ 
ministration set type H*—3 lakhs com¬ 
plete units, C. Hamoflex. Outfit Blood 
Transfusion Plastic container with a 
Monobloc Blood taking device for pre¬ 
servation and administration of blood. 
—5 lakhs complete unit. (COB). t 

■* 

Scientific Instruments 

M/s H. Guru Instruments Pvt. Ltd.; 
2A, Shakespear Serani, Calcutta-16. 
(Hoogly-West Bengal)—1. Pressure 
Gauge- 25,000, 2. V.P. Thermometers 
—1,200, 3. M.S. Thermometers—700, 

4. Diaphragm Gauges —600, 5. Hydrau¬ 
lic Gauges- -400, 6. Recorders—25, 7. 
Pyrometers—25, 8. Draught Gauges— 
25. 9. Thermocouples—330., 10. Ganges 
Testers—60,11. Dead Weight Testers— 
50, 12. Receiver Gauges -225. (COB). 

Chemicals 

M/s Sardesai Brothers Ltd.; Post 
Sardesai Factory Billimoria, Distt. Bul- 
sar (Gujarat) (Dcvsar, Gandevi, Distt. 
Bulsar—Gujarat)—1. Wetting out and 
emulsifying agents—-Expansion from 
320 tonnes to 520 tonnes p.a., 2, Ca¬ 
tionic & Finishing agents—100 tonnes. 
(New article) 3. other items-680 tonnes 
(Same as at present.) (SE) 

Textiles 

M/s Guptalon Ltd.; 236, Industrial 
Area ‘A\ Ludhiana (Ludhiana-Pun- 
jab)—Nylon Yarn —1,000 tonnes per 
annum. (NU). 

Food Processing Industries 

M/s HindustanMilkfood Mfrs. Ltd.; 
1st Floor, Jeevan Deep Building, Par¬ 
liament Street, New Delhi. (Raja- 
mundry-Andhra Pradesh)—Malted 

Milk food—6,000 tonnes p.a. (NU). 

Vegetable Oils & Vanaspati 

M/s Swaika Vanaspati Products 
Ltd.; P.N. B. House, 18-B, Braboume 
Road, Calcutta-1. (Howrah-Calcutta) 
—Vanaspati — One hundred tonnes 
per days. (COB); M/s. Keshav Vanafc- 
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pati P. Ltd.; Industrial Area, Aish 
Bagh. Lucknow. (Lucknow-Uttar 
Pradesh)—Vanaspati—50 (Fifty) ton¬ 
nes per day. (COB); Shri E.A. Kader: 
Jil Road, South, Bombay. (Bombay- 
Maharashtra)—Vanaspati—50 t Fifty) 
tonnes per day. (COB): M/s. Sundatta 
Foods & Fibres Limited; 70, Forbes 
Street, Bom bay-1. (Hu hi i-M y sore)- 

—Vanaspati—50 (Fifty) tonnes per day 
(COB); M/s Maharashtra Vegetable 
Products P\t. Ltd.; Dhulia (Maha¬ 
rashtra). (Udyognagar-MaharaslHra) 
—Vanaspati—45 tonnes per day (COB) 

Cement Sc Gypsum Products 

The Hindustan Sugar Mills Ltd.; 
51, Mahatama Gandhi Road, Fort, 
Bombay. (Udaipur, Taluka Mavli, 
Dist. Udaipur-Rajasthan)—Portland 
Cement—200,000 Tones p.a. (COB); 
M/s Panyam Cement & Mineral In¬ 
dustries Ltd.; Cement Nagar, Post 
Office Bugganipalli R.S., Dist. Kur- 
nool (AP). (Cement Nagar, Dist. 
Kurnool—Andhra Pradesh)—Portland 
Cement—388,000 tonnes p.a. (COB); 
M/s Orissa Cement Ltd.; 4, Scindia 
House, New Delhi-1—Portland Ce¬ 
ment/Poz/olana Cement - 401,000 ton¬ 
nes p.a. (COB); M/s Datmia Cement 
(Bharat) Ltd.; 4, Scindia House, New 
Delhi-1. (Dalmiapur-Tanul Nadu)- - 
Portland/Pozzolana Cement—525,000 
tonnes p.a. (COB). 

LETTERS OF INTENT 

Metallurgical Industries—Non-ferrous 

M/s Timblo & Timblo P. Ltd.; 
Margao (Goa). (Margao-Goa)—Alu¬ 
minium collapsible Tubes—J2 Million 
Nos. p.a. (NU). 

Electrical Equipment 

M/s Elpro International Ltd.; Chin- 
chwad, Poona-19. (Poona-Maha- 
rashtra)— 1. Intensifying Screens-Ex¬ 
pansion from 2640 pairs to 7500 pairs 
p.a. 2. Industrial Screens within the li¬ 
cenced capacity of 600 pairs p.a. of 
Fluoroscopic screens under. (SE NA). 
Lt. Col. L.K. Malhotra (Retd.); R-8, 
Green Park, New Delhi-16. (Punjab/ 
Faridabad-Haryana, Gaziabad-Uttar 
Pradesh)—P.V.C. Battery separators— 
20 lakh Nos. p.a. (NU); M/s Jay 
Electric Wire Corporation; 195, Up¬ 
per Palace Orchard, BangaIorc-6. 
(Bangalore-Mysore)—1. Tungsten coil¬ 
ed coil Filaments—30 million pieces 


p.a., 2. Tungsten Wire—60 million 
pieces p.a.—(Double Shift basis). (NU). 

Telecommunications 

M/s Gramophone Co, of India Ltd.; 
5, Old Court House, Street, Calcutta. 
(Calcutta-West Bengal). I. (a) Pick-up 
complete equipment for replacement 
purpose- 2,30,000 Nos* p.a. (b) Pick 
up cartridges for export—1,20,000 Nos. 
p.a. II (a) Stylus for replacement 
purpose—1,80,000 Nos. p.a. (b) Stylus 
for exports— 1,20,000 Nos. p.a. (NA). 

Transportation 

Shri Harbans Lai, C/o M/s Inter¬ 
national Machine Tool$;M-l, Industrial 
Area \A\ Ludhiana-3. (Ludhiana- 
Punjab)— Multi speed Hubs (Bicycle) 
with Trigger & Twist. Control— 
1,50,000 pieces per annum. (NU); 
M/s Gujarat Small Industries Cor¬ 
poration Ltd.; Ambica Nivas, Ashram 
Road. Navarang Pura, Ahmedabad-9. 
(Ammedabad-Gujarat)— Scooters—24, 
24,000 Nos. per annum. (NU). 

Industrial Machinery 

M/s Frick India Ltd.; Jeewan Vihar, 

3, Parliament Street, New Delhi. 
(Faridabad-Har)ana)--Steam Jet Vac- 
um Refrigeration Systems upto 900 
tons capacity—10-Nos. per annum. 
(NA); M/s Jyoti Ltd.; P.O. Chemical 
Industries, Baroda-3. (Baroda-Guja- 
rat)—I. Moderator Circulator Pump 
(Type RV), 2. Primary Coolent Pump 
(Type MSB) 3. Primary Coolent auxi¬ 
liary feed pump (Triplex Premyer type), 

4. Standby coollent pump (Type CD) 
(25 Nos each), 5. Cryogenic Pumps— 
45 Nos. (NA). 

Agricultural Machinery 

M/s Tradeparts of India (P) Ltd.; 
4, Industrial Area, Govindnagar, Kan¬ 
pur-6. (Kanpur-lJttar Pradesh)—1. Cut¬ 
ting Edges and Blades for Earthmoving 
machines—5,000 Nos. p.a., 2. Seal 
Washers for sealer tracks —3 lakh Nos. 

3. Special Rubber Rings for use in 
Track Rollers and Crawler Tractors 
—2 lakh Nos. p.a., 4. Life Time Meta¬ 
llic Scale for track rollers for crawler 
Tractors —0.5 lakh Nos. (NA); M/s 
United Auto Tractors Ltd.; D-432 
Defence Colony, Njw Delhi-3. (Hy- 
derabad-Andhra Pradesh) — Agricul¬ 
tural Tractors (U-500 of 50 HP and 
U-650 and 651 of 65 HP)—5,000 Nos.- 
p.a. (NU); M/s Perfect Tractors (P) 


Ltd., Baradari Gardens, Patiala 
(Punjab)—‘Hanomag’ (32 HP) Agri¬ 
cultural Tractors—5,000 Nos. p.a. 
(NU); M/s. Larsen AToubroLtd.; 
L&T House, Dougall Road, Ballard 
Estate, Bombay-1. (Ghaziabad-Uttar 
Pradesh)—‘John Deere’ Tractors (Mo¬ 
del 1120 of 52 HP, Model 2020 of 64 
HP, 2120 of 72 HP and Model 3020 
of 82 HP)-6,000 Nos. p.a. (NU). 

Chemicals 

M/s Bharat Swiss Footwear Co (P) 
Ltd; 2nd Floor, Merchant Chamber, 
41, New Marine Lines, Bombay-!. 
(Maharashtra)—Footwear with PVC 
Soles -Expansion from 12 lakh pieces 
per annum to 21 lakhs p.a. (SE); M/s 
Supreme Industries Ltd.; P.B. No. 
7107, Wadala, Bombay-31 D.D. 
(Rajasthan)—Footwear with PVC solcg 
—18 (Eighteen) lakhs pairs per annum. # 
(NA); The Rajasthan State Jndl. & 
Mineral Development Corporation 
Ltd.; 100, Jawaharlal Nehru Marg, 
Jaipur-4. (Udaipur-Raja<than)— (l) 
Synthetic Cryolite— 3,000 M.T. per 
annum, (2) Aluminium Fluoride—2,000 
M.T. per annum. (NU). 

Paper & Pulp 

M/s Grace Paper Inds.; C/o Bilba 
Paper Pvt. Ltd., Shale Building, Bank 
Street, Fort, P.O. Box 1787, Bombay-1. 
(Gujarat)—Art paper. Embossed paper 
and Boards, Teleprinter & Monotype 
paper Balls, Creped & Dip Dyed tissue 
papers. Leatherette papers, La¬ 
minated papers, Lacquered, Waxed 
& Gummed papers—36,000 Tonnes 
per annum. (NU); M/s Star Paper 
Mills Ltd.; 27, Braboune Road, Cal¬ 
cutta-1. (Saharnnpur-Uttar Pradesh)— 

I. Pulp-Expansion from 39,200 to 
54,200 Tonnes per annum., II. (a) 
M.G. Craft paper—5,000 Tonnes p. a. 
(b) Fluting Paper—10,000 Tonnes p.a. 
(NA/SE). 

Sugar 

Dr M. Habibullah, Managing Direc¬ 
tor, Jammu Sc Kashmir State Industrial 
Development Corporation Ltd.; Haft 
Chinar, Srinagar. (Zuzan, Dist. Gu¬ 
jarat). (Kashmir)—Sugar—2,000 Ton¬ 
nes per annum. (NU). 

Cosmetics 

M/s Bombay Soap Factory; Two 
Tanks, Ahmed Oomer Street, Bombay- 
8. (Maharashtra)—Synthetic Deter¬ 
gents—4,800 tonnes per annum. (NA). 
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THE TATA IRON & STEEL COMPANY LIMITED 

Chairman’s Statement 

The following Is the statement of Mr J. R. D. Tata, Chairman of the Tata Iron & Steel 

Company Limited, for the year 1970-1971 


The Yew’s Results 

The results for the year under review, 
although marginally better than for 
1969-70, reflected little change in the 
state of the Company and, incidentally, 
in the industry as a whole. By and 
large, the same deficiencies and obsta¬ 
cles to better results continued to 
prevail. 

2. We are still some way away from 
re-establishing full rated production and 
reaping the fruits of the remedial mea¬ 
sures we have taken in the past few 
years. The completion two years ago 
of the long-term programme of moder¬ 
nisation and mechanisation of our ore 
mines, anti the commissioning this 
year of the pelletisation plant should 
lead to an improvement in blast fur¬ 
nace operations and the output and 
the quality of the iron made. 

3. The other impediment to higher 
production, namely, the inadequacy of 
coke and its high ash content, will be 
with us for some years. Until we com¬ 
plete the programme of colliery ex¬ 
pansion and modernisation, we cannot 
ensure from our own collieries the 
totality of our requirements of washed 
coal, lower in ash than the 17% to 
18% on the average we have to live 
with today. Such coal results in a coke 
with any ash content as high as 23% 
to 24%, probably the highest in the 
world. This not only reduces iron 
production by compelling a higher 
proportion of fluxes charged in the 
furnaces, but also greatly increases, 
at considerable cost, coke consumption 
per tonne of iron. Because of the use 
of low ash coal, coke consumption in 
Japan averages 450 kg. per tonne, 
while ours is about 900 kg. 

4. Our greater and more immediate 
problem today, however, lies in a severe 
shortage of coke, arising primarily 
from the setback we have suffered 
from last year in the condition of our 
older coke oven batteries, which has 
reduced our coke output by some 20% 
from our highest output in 1968-69. 
While we have been able to make up 
the deficiency partly by purchasing 
coke, this is now becoming increasingly 
difficult because of growing scarcity 


and rail transport problems arising 
from the disturbed situation in the 
eastern region. 

5. Our coke supply position will 
improve from next year with the com¬ 
pletion of the sixth battery, but full 
supplies of coke from our own batteries 
will be permanently assured only four 
or five years hence when the older 
batteries have been replaced by new 
ones. 


Modernisation Programme 

6. While the rebuilding of our coke 
ovens and the commissioning of the 
pelletisation plant will remove the 
main obstacles to full production of 
iron from which we suffer today, wc 
must face the fact that our steelmaking 
and rolling facilities at Jamshedpur, 
other than those put up under the 
Two Million Ton Programme twelve 
years ago, are getting old and that the 
time has come when a major programme 
of modernisation in those areas, possi¬ 
bly with some measure of capacity 
expansion, cannot be long delayed. 
I mentioned this subject in my state¬ 
ment last year and told you that we 
were considering such a programme, 
on which we hoped to come to a final 
conclusion during the course of the 
year. 

7. As such a project is to be super¬ 
imposed on the existing programme to 
spend over Rs. 100 crores over the 
period 1970-75 on the pelletisation 
plant, the replacement of the coke 
ovens, the collieries project, and the 
usual normal annual replacements and 
renewals of plant and machinery, the 
financing of this earlier programme 
had to be ensured before a large fresh 
commitment could be considered. 

8. Government's approval is still 
awaited for the issue of Rs. 20 crores 
of debentures, which formed an im¬ 
portant part of the scheme to finance 
the current programme.As the guide¬ 
lines covering such issues of deben¬ 
tures have now been published, I hope 
approval will soon be given to this 
issue being made and underwritten 


by the public financial institutions. 

Future of the Private Sector 

9. These guidelines are illuminating 
and add one more stroke of the brush 
to the canvas on which is being painted 
the future of Private Enterprise in 
India. From that picture, though un¬ 
finished, clearly emerges the plan to 
bring the Private Sector under an ever- 
increasing degree of ownership and 
managerial control of Government. 

10. During the past twenty years, 
the freedom of action and the scope 
of operation of the Private Sector has 
been subjected to a gradual but conti¬ 
nuous process of erosion in the course 
of which Government have achieved a 
measure of control and ownership of 
the means of production and distribu¬ 
tion, which would have been incon¬ 
ceivable to any of us if introduced ail 
at once at the start and which is un¬ 
precedented in any country other than 
those under totalitarian rule. 


11. The process of erosion is now 
visibly accelerating, and, if continued 
at the present rate, must inevitably 
result, within a very few years, in the 
virtual disappearance of the Private 
Sector as an effective instrument of 
national development, in all but small 
scale activities. Already a pattern has 
been set, which goes far beyond the 
mixed economy which Government and 
Parliament had selected as the right 
one for the country and which we 
ourselves fully supported. 

12. On the one hand, practically 
every significant freedom of decision 
and action has been taken away from 
the owners or management, namely : 
the choice and size of the project 
undertaken, the location of the fac¬ 
tory, the form and remuneration of 
top management, the company's capi¬ 
tal structure, the selling price of the 
product, etc., all of which are now 
subject to Government approval. Even 
a shareholder’s right to vote his own 
shares has been taken away from him 
and transferred to Government, if he 
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has pledged them to a bank against 
an overdraft of Rs. 50,000 and over. 

Financial Monopoly 

13. On the other hand, by the na¬ 
tionalisation of Banks and Insurance, 
and by the imposition of confiscatory 
rates of taxation on private wealth 
and income, a Government monopoly 
has in effect been created of loan 
finance and, ultimately, of investible 
funds too. Already Government have 
become the principal shareholders of 
most of India’s large scale industrial 
concerns and may be expected to 
acquire majority control within a few 
years. 

14. The guidelines issued to Govern¬ 
ment financial institutions, which ex¬ 
tend over twelve pages of detailed 
directives and recommendations, make 
it clear that, in pursuit of their long¬ 
term plan of bringing the Private Sec¬ 
tor under total Government control, 
this financial monopoly is to be used 
to acquire a further measure of owner¬ 
ship control over Private Sector com¬ 
panies. 

15. My purpose in calling attention 
to the pattern that is emerging from 
Government’s policies and actions in 
recent years, is not to protest against 
it, let alone contest their or Parlia¬ 
ment’s right to lay their hands so 
heavily on our few remaining freedoms, 
for, as loyal citizens of India, it is our 
duty to obey the laws enacted by 
Parliament and to cooperate with Go¬ 
vernment, if for no other reason than 
that we have no alternative if we wish 
to live and work in our country and 
serve it. 

16. But every thinking citizen of 
India, rich or poor, in business or in 
professions, employed or unemployed, 
has a duty to himself, his family and 
his country, to seek to understand, 
by the exercise of his own mind and 
judgement, the true significance and 
consequences of the policies followed 
and the steps taken by Government in 
managing the country’s economy. For 
those policies and steps will have a 
direct impact on the livelihood and 
living conditions of every citizen and 
his children’s children. 

17. I for one believe that our Go- 
vemmenl means well. I believe in the 
leadership of our Prime Minister as 
the only one able to guide the country 
through the immensely difficult and 
dangerous times and events through 
which we are passing. But I find it 
difficult to reconcile the public state¬ 
ments on economic policy made by the 
Prime Minister herself, or by responsi¬ 
ble Ministers and officials of Govern¬ 
ment, with the lengths to which, and 
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the speed at which, our country is now 
being driven on the road to economic 
totalitarianism. 

18. Considering that our Prime Mi¬ 
nister and her colleagues are staunch 
democrats, strongly opposed to totali¬ 
tarianism, one must assume that, in 
their view, the socialist policies they 
are following can be, effectively imple¬ 
mented within the framework of Parlia¬ 
mentary Democracy as we know it. 
This is, in fact, the rock on which, 
I fear, their plans will founder, for 
such economic and fiscal policies can¬ 
not succeed without a degree of regi¬ 
mentation which can only be achieved 
by force. 

A Parallel Economy 

19. A symptom of resistance and 
rejection is already clearly visible in 
the growing black market which is 
increasingly concealing the wealth and 
income of people. It is estimated 
that the annual drain of funds into 
the black market runs into several 
hundreds of crores. It is clear that 
under the impact of fiscal policies which 
spell ruin to honest tax-payers and 
wealth to tax evaders, a parallel eco¬ 
nomy outside and beyond the control 
of Government is being established. 
Can this kind of economy bring about 
the prosperity and welfare of our 
people? Obviously not. But the point 
is that it can only be suppressed either 
by a reversal of the policies which create 
it, or by ruthless action incompatible 
with a democratic regime. 

20. In considering these various as¬ 
pects and consequences of Govern¬ 
ment’s economic policies, one should 
not lose sight of the prime objective 
before the country which, in the strik¬ 
ing words of the Prime Minister, is 
to remove poverty (Garibi Hatao). 

Imperative of Growth 

21. Up to now, most the measures 
taken by Government to redeem the 
election pledges of the Party in power, 
have been directed more at promoting 
a socialist image than at economic 
growth. But poverty can only be re¬ 
moved by increasing the wealth pro¬ 
duced by the nation, and this can 
be achieved quickly only by harnessing 
to the task all available productive 
resources and energies whether in the 
Public Sector or in the Private Sector. 
Government has at its disposal ample 
means and powers to ensure that any 
increase in wealth so created is used 
for the benefit of the many and not 
for that of the few. To renounce oppor¬ 
tunities for more rapid industrialisation 
and increased production on theore¬ 
tical grounds is a cruel injustice to 
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the hundreds of millions of our people 
living in poverty and clamouring for 
a better life. We are running out of 
time and cab no longer afford to fritter 
any ofit away on the barren discussions 
and the resulting endless delays which 
have been retarding the country’s pro¬ 
gress upto now. 

22. To those shareholders who might 
feel that this discourse on economic 
policy is hardly relevant to their 
Company’s immediate interests and 
prospects, may I point out that it 
is very relevant indeed to the dilemma 
we face today in coming to a decision 
whether to go ahead with a new long¬ 
term programme of renovation and, 
if we do, to the problem of financing 
it. 

Guidelines to Financial Institutions 

23. The recent guidelines to the finan¬ 
cial institutions indicate clearly tha£ 
any further borrowing to finance a* 
major scheme of modernisation partly 
involving incidental expansion would 
lead to the shareholders being asked 
to part with some of their equity to 
the financial institutions and to the 
Company’s management being brought 
under their supervision. 

24. Whatever view one may have 
about these guidelines, I hope that the 
financial institutions, who have proved 
themselves to be amongst the most 
practical minded and knowledgeable of 
Government agencies, will interpret 
and apply them in a fair and construc¬ 
tive manner. In particular, whenever a 
loan is made to include a conversion 
right, its terms should be fair to the 
shareholders. If I single out this point 
for special mention, it is because I am 
surprised and concerned to learn that 
at least in one instance of a loan made 
subject to a conversion right, the price 
at which the shares are to be issued 
on conversion if the right is exercised 
is appreciably lower than the market 
price of the share prevailing at the time 
of the loan. This is unfair to the share¬ 
holders and contrary to the universally 
accepted principle that the price at 
which a conversion right is exercisable 
is invariably higher than that prevailing 
in the market at the time the loan or 
debenture issue is^made. 

25. This is as it should be, for tho 
lender is protected from any risk and 
will obviously exercise his option to 
convert only if the increased profita* 
bility of the concern makes it worth¬ 
while for him to become, in fact, an 
ordinary shareholder instead of a 
secured creditor. To ask for the right 
to obtain such shares at a price which 
may be much lower than that freely 
quoted in the market at the time would 
be grossly unfair to existing sharehol- 
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ders, both in depriving them of a part 
of their equity and in depressing the 
value of their shares. 

TISCO's Future Role 

26.1 am sorry, therefore, that for 
these reasons and others, it has not been 
possible as yet to formulate a detailed 
scheme of further modernisation to 
be placed before Government and the 
shareholders. In the light of recent ex¬ 
perience, I am reluctant to prophesy 
when any project is likely to materialise, 
for prophecies have a tendency to re¬ 
bound to the prophet’s discomfiture. 
As the country is, and will continue 
to be, short of steel for many years, 
however large the public sector may 
become, we must surely hope that, 
between our desire to ensure the con¬ 
tinued health and growth of this great 
enterprise which has served the nation 
for sixty years, and Government’s 
sympathetic understanding of its pro¬ 
blems and needs, the Steel Company 
will be permitted to contribute further 
to the industry’s development with¬ 
out having to make unjustified sacri¬ 
fices for the privilege of doing so. 

The Budget 

& 

27. The recent budget, particularly 
in its long-term implications, will it¬ 
self have a bearing on our capacity 
to spend money on such a project, 
quite apart from the heavy additional 
burden of taxation it imposes oil indus¬ 
try, which, as J have said elsewhere, 
already generates over 80% of the tax 
revenues of the Central Government 
while contributing only 13% of the 
national income. The immediate with¬ 
drawal of most incentives to grow and 
to modernise is a severe, and, I submit, 
a totally undeserved blow. But the 
threatened withdrawal by May 1974 
of the development rabatc will be par¬ 
ticularly damaging. This measure was 
wisely introduced many years ago in 
specific recognition of the growing gap, 
caused by inflation, between the ori¬ 
ginal and replacement costs of an asset. 
In the case of the steel industry in par¬ 
ticular, in which assets are used for a 
long period, the gap between historical 
and replacement costs is enormous, in 
some cases reflecting an increase in the 
prices of plant and machinery of any¬ 
thing up to 400% over the last 25 years. 
The development rebate, in effect, gives 
a company in the priority sector such 
as ours an additional allowance of 25% 
for depreciation with the added advan¬ 
tage of permitting it to be deducted all 
in one year. X understand that the 
reason for the proposed withdrawal 
is that this relief is considered as be¬ 
ing unnecessary and unduly generous 
in respect of new projects. While I 
do not agree with this view, it is clear 
that such an agrument could not 
apply to capital expenditure incurred 
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on pure replacement of old equip¬ 
ment. This is very much the case in 
heavy industry and particularly of 
our Company, which has a large 
programme of essential replace¬ 
ments of old plant and equipment 
ahead of it. The withdrawal of this va¬ 
luable incentive by reducing the gene¬ 
ration of internal funds will result 
in delaying essential replacements to 
the detriment of production. I sincerly 
hope that the Finance Minister will 
reconsider this harsh decision. 

28. While still on the subject of fi¬ 
nance, it is appropriate that I should 
make a reference to the final repay¬ 
ment of the loans totalling $ 107.5 
million advanced to us some fifteen 
years ago by the World Bank to help 
us finance our Two Million Ton Pro¬ 
gramme. This was at the time, and 
may well still be, the largest loan made 
by the World Bank to any single non¬ 
governmental borrower. At the foreign 
exchange rate prevailing at the time, 
the loan amounted to Rs, 51 crores. 
Taking into account the changes in ex¬ 
change rates that have taken place since 
the loans were made, including the de¬ 
valuation of the rupee in 1966, the total 
amount repaid by the Company was 
Rs. 63 crores. 

29. We are deeply grateful for the 
gen- rous support given to us by the 
World Bank, without which the pro¬ 
ject could not have gone ahead as it 
did, and also to the Government of In¬ 
dia, whose guarantee of the loans 
made the World Bank assistance 
possible. 

Prices 

30. As briefly stated in the Report, 
the increase in price of Rs. 71 per 
tonne, on our product-mix, granted 
by Government from 1st January 1970 
has already been largely neutralised 
by increases in costs beyond our cont¬ 
rol. With the further escalations which 
have taken place since the close of the 
year and which may be expected dur¬ 
ing the current year, and taking into 
account the additional burden imposed 
upon us by the recent Railway and 
Finance budgets, it is clear that, in both 
the private and public sector plants, 
little if anything will remain of the 
benefit of last year's increase in prices. 
Notwithstanding the political unpopu¬ 
larity of any increase in steel prices 
the need for it will soon be inescapable 
if the health of the industry is not to 
be jeopardised. 

31. It is to be remembered that the 
prices as prevailing today arc based 
on a major review of steel costs as far 
back as 1962, to which only a part of 
the cost escalations which have taken 
place since then have been added. 
Furthermore, the overheads allowed 
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in total costs for the whole industry 
were based on the low TISCO capital 
cost per tonne of Rs, 1,176. This re¬ 
sulted in a depreciation allowance in¬ 
cluded in prices of only Rs 60 per 
tonne or Rs. 9 crores on our I J. mil¬ 
lion tonne capacity. Since then our 
block has increased by over 50% to 
Rs. 1,830 per tonne as a result of re¬ 
placements of old equipment by cost¬ 
lier new equipment. The depreciation 
allowance has, therefore, become gross¬ 
ly inadequate in our case, and even 
more so in the case of HSL whose pre¬ 
sent capital costs per tonne are Rs. 
1,900 for Bhilai, Rs. 2,200 for Durga- 
purand Rs. 3,250 for Rourkela. 

32. Even if prices are judged by 
comparing them with foreign prices 
rather than replacement requirements, 
the prices allowed to the producer 
in India are very materially below those 
earned by foreign manufacturers, with 
the exception of Japan where domestic 
prices are, for the moment, slightly 
below Indian prices owing to a severe 
recession in steel demand. Thus, 
whereas the prices allowed to Indian 
producers averaged Rs. 717 per tonne 
on a representative product-mix, do¬ 
mestic prices for the corresponding 
product-mix are Rs. 1,243 in the USA, 
Rs. 1,085 in the UK, Rs. 1,025 in West 
Germany and Rs. 927 in Australia. 
At the same time. Government is 
itself responsible for raising prices 
to the consumer by continuing to 
charge a heavy excise duty on steel. 

33. We periodically bring these facts 
to the notice of Government and shall 
continue our efforts to convince them 
of the imperative necessity of allowing 
such a basic industry as steel adequate 
internal resources to enable it cons¬ 
tantly to renew and modernise its 
plant and to provide for some degree 
of expansion. 

Labour Relations 

34. I am glad to report that the re¬ 
lations between the mangement and 
our employees at Jamshedpur and 
elsewhere, and with the Tata Workers’ 
Union, remained cordial and co-opera¬ 
tive. Jamshedpur thus remains a 
striking oasis of labour peace and co¬ 
operation in a country many parts of 
which are severely affected by labour 
unrest and stoppages of work causing 
an appalling loss of production to the 
country. 

35. On your behalf and the Board's, 
I thank all our employee; at Jamshed¬ 
pur and elsewhere for their co-opera- 
lion and good work during the past 
year, and for the fine example they 
have set to the whole country. 

J.R.D. Tata 

Bombay , 15 th July, 1971. Chairman . 
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RECORDS AND STATISTICS 


Amendments 


Moving tHe Finance Bill in the Lok 
Sabha on July 26, the Finance Minister, 
Mr Y.B. Chavan, gave details of the 
amendments which he proposed in the 
Finance Bill. The cut in the levy on 
foreign travel, the reduction of duty on 
a number of items, the relief in wealth 
tax and various other concessions are 
likely to reduce the impact of the tax 
proposals by Rs 15 crorcs. Full text 
of the Finance Minister's speech is 
gi\en below:— 

The important features of the pro¬ 
posals in the Bill were outlined by 
me in my budget speech and the de¬ 
tails of the specific provisions in the 
Bill have also been spelt out in the ex¬ 
planatory memorandum circulated to 
Hon’ble Members along with the budget 
papers. 1 do not, therefore, propose 
to take the time of the House in going 
over the entire ground again, and shall 
confine myself merely to explaining 
the principal changes that I propose to 
introduce in the provisions of the Bill. 
The valuable suggestions that I have 
received both from Hon'ble Mem¬ 
bers and others have been of consider¬ 
able assistance to me in formulating 
these amendments and I would like 
to take this opportunity of expressing 
my gratitude to those who have pro¬ 
vided comments on the proposals. I 
have also met the representatives of 
various associations. I have also had 
the benefit of consultations with my 
colleagues in the cabinet. 

The main objectives of the Bill are 
to simplify and rationalise the taxation 
laws and to reduce opportunities for 
evasion of taxes, as also to bring about 
a scaling down of the concentration of 
economic power and reduction in the 
inequalities of income and wealth 
and. if I may say so, it has been widely 
.icknowlcdged that the proposals in 
the Bill will go a long way to meet 
these objectives. What I propose to 
do through the amendments is to sug¬ 
gest a few changes for rationalising 
some of the provisions of the Bill and, 
in certain other cases, to make them 
more effect i\e in achieving the 
objectives underlying them. 

Direct Taxes 

In the field of direct taxes, the Bill 
contains proposals for imposing a 
ceiling on the remuneration of em¬ 
ployees which would be deductable 
in computing the taxable income of a 
company or any other taxpayer. The 
maximum amount that will be deduc¬ 
table in respect of any one employee 


in Finance Bill 


will be limited to Rs 5,000 for each 
month or part thereof comprised in 
the period of employment of the em¬ 
ployee in India during the relevant 
account year. The expenditure in¬ 
curred in providing any perquisites 
etc. to an employee will also be rest¬ 
ricted to 20 per cent of the salary of 
the employee or Rs 1,000 per month, 
whichever is higher. In regard to 
directors or persons who are subs¬ 
tantially interested in the company 
or their relatives, there will be a simi¬ 
lar ceiling of Rs 72,000 for the year. 

In the case of employees, certain 
items of expenditure, such as, contri¬ 
butions to recognised provident funds, 
home leave travel concession, etc. will 
not, however, be taken into account 
for purposes of applying the afore¬ 
said ceiling limit. I now propose to 
make an amendment in the relevant 
provisions in order to place director- 
employees on a par with other em¬ 
ployees in this regard. I also propose 
to clarify that where the expenditure 
on account of remuneration, benefits 
or amemites provided to a director- 
docs not relate to a full year, the de¬ 
duction for such expenditure will be 
reduced proportionately, and further 
that in a case where a person is a di¬ 
rector of the company for a part of the 
account year and an employee for 
another part of the year, the deducta¬ 
ble amount of expenditure incurred by 
the company in providing remunera¬ 
tion, benefits or perquisites to such a 
person will be limited to Rs 72,000. 

Extension of Benefit 

The Bill proposes to limit the deduc¬ 
tion upto Rs 3,000 presently avail¬ 
able to all categories of taxpayers in 
respect of income from investments in 
specified categories of financial assets, 
such as, government securities, com¬ 
pany shares, bank deposits, etc. to 
individuals and Hindu undivided fami¬ 
lies only. Having regard to the special 
position of married couples governed 
by the system of community of pro¬ 
perty in force in the union territories 
of Dadra and Nagar Havcli and Goa, 
Daman and Diu, I propose to ex¬ 
tend the benefit of this deduction to 
such married couples as well. 

There has been some criticism of 
the proposal in the Bill to include in 
the net wealth for purposes of taxa¬ 
tion the first Rs oiie lakh of wealth in 
the case of individual assessees and 
the first Rs two lakhs in the case of 


Hindu undivided families, where 
the net wealth exceeds the aforesaid 
limits. In particular, it has been urged 
that this provision will operate har¬ 
shly in cases of middle class people 
where the only income derived by a 
taxpayer is from house property let 
out to others. Under an existing pro¬ 
vision in the Wealth-tax Act, one 
house or part of a house belonging 
to a taxpayer and exclusively used by 
him for his own residence is exempt 
from wealth-tax upto a value of Rs 
one lakh. I propose ty provide that 
this exemption will also be available 
in respect of let-out house property 
in (he same manner and to the same 
extent as the existing exemption in 
respect of self-occupied house pro¬ 
perty. 

Development Rebate 

In my budget speech, I had annou* 
need my intention to discontinue de- * 
vclopment rebate in respect of ships 
acquired or machinery and plant 
installed after May 31, 1974. We have 
already issued the .notification 
giving effect to this proposal. It has 
been represented that the withdrawal 
of development rebate after the three- 
year notice period would result in 
retarding decisions for establishing 
new units or expansion and moderni¬ 
sation of the existing units. In this 
connection, it has been mentioned 
that the various licensing and regu¬ 
latory procedures take a considerable 
amount of time before a licence can 
fructify and, as such, the new projects 
will have to be largely planned on the 
basis that the development rebate 
will not be admissible in their cases. 
We are contemplating certain steps to 
expedite the work relating to licensing 
and other regulatory procedures. This, 

T hope, will result in expediting the 
decisions by various agencies con¬ 
cerned with licensing and other 
matters. 

Although the development re¬ 
bate has served a very useful pur¬ 
pose in attracting investments in in¬ 
dustry during the last 17 years of its 
operation, 1 feel that at the present 
stage of our development, it is no lon¬ 
ger necessary to* continue this con¬ 
cession. Development rebate has 
been criticised by several persons as 
leading to wasteful use of scarce capi¬ 
tal resources and has, to some extent, 
Jed to a concentration of economic 
activity in the hands of existing firms. 

1 am not, however, suggesting that 
there may not be need for better con¬ 
ceived tax incentives for encouraging 
industries in certain selected sectors 
or those in backward areas. We pro¬ 
pose to study this problem in depth 
and I shall be grateful for any sugges- 
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tions that the Hon’ble Members may 
like to make in this behalf. 

I now turn to the proposals in the 
Bill regarding indirect taxation. I 
have already dealt with the proposals 
relating to customs and central excise 
in my budget speech and in my reply 
to the general discussion on the 
budget. Some of the budget 
levies, notably those relating to 
maida and coarse cloth, were with¬ 
drawn at the stage of the general 
discussion. While the other proposals 
do not call for any material change, 
some modifications are necessary and 
desirable in order to remove anoma¬ 
lies or hardship and inconvenience 
particularly to small producers. And 
I now propose to indicate some of the 
modifications regarding customs and 
excise duties. 

Customs Duties 

I shall first deal with customs duties. 
In view of the high margin of profit on 
imported staple fibre, 1 had proposed 
as part of the budget a duty of 100 
per cent ad valorem . While the duty 
on non-cellulosic staple fibre will re¬ 
main at this level, I propose to reduce 
this duty to 30 per cent cd valorem 
in the ca$c of cellulosic staple fibre 
which is a cheaper variety of staple 
fibre being imported to meet the cot¬ 
ton shortage in the country. A noti¬ 
fication giving effect to this change in 
duty is being issued. 

On the basis of the revised structure 
of import duties, a rate of 100 per 
cent was prescribed for all dry fruits. 
Consequential amendments have now 
been made in the tariff values fixed 
for assessment of these dry fruits 
and a notification is being issued, 
giving effect to the revised tariff values. 
The revised tariff values being generally 
lower than those in force hitherto, the 
burden of duty will be corresponding¬ 
ly less. In order to remove the dis¬ 
parities in the incidence of duties 
caused by different modes of assess¬ 
ment, the system of assessment on 
the basis of tariff values which was 
hitherto applicable to goods of Af¬ 
ghanistan origin only, has now been 
extended to all dry fruits. 

Coming next to central excise duties, 
I propose, in line with the concessions 
already announced at the time of the 
introduction of the Finance Bill in 
favour of small units, to exempt 
wholly from excise duty the produc¬ 
tion of compounded lubricating oils 
and greases, by units which do not 
use power. 

There have been a large number of 
representations from the manufac¬ 
turers of rubber products and vege¬ 
table non-essential oils using Solvent 
extraction process against the increased 


EASTERN ECONOMIST 

duty on certain special boiling point 
spirits on the ground that it would re¬ 
sult in higher cost of production and 
price rise on a number of products. 
I have carefully considered these re¬ 
presentations and have decided to 
reduce, subject to certain procedural 
safeguards, the effective rate of duty 
from Rs $45 to Rs 425 per kilolitre 
(nearly half of the present level) on 
special boiling point spirits with the 
nominal boiling point ranges of 55 
to 115*0 and 63 to 70°C which are 
used in the manufacture of rubber 
products and solvent extraction of 
oils respectively. 

Keeping in view the concession al¬ 
ready extended in respect of certain 
specified motor vehicle parts intended 
to be used as original equipment parts 
of motor vehicles, I propose to extend 
a similar concession to such parts 
going into the manufacture of assem¬ 
bled components like brake assemb¬ 
lies, etc or automobile engines, pro¬ 
vided that these assembled compo¬ 
nents or engines are used as original 
equipment parts in the manufacture 
of motor vehicles. 

1 also propose to extend the con¬ 
cession already announced to the small 
manufacturers in respect of certain 
specified motor vehicle parts, to the 
manufacturers of electric horns. 

Oxygen Gas Exempted 

In order that the levy of duty on 
oxygen gas docs not adversely affect 
the steel and fertiliser industry, I pro¬ 
pose to exempt oxygen gas wholly 
from payment of central excise duty 
if it is used in the manufacture of steel 
and fertilisers. 

Further, in order to meet demands 
from the manufacturers of gases who 
apprehend considerable difficulties 
in the matter of declaration of assess¬ 
able values, it is proposed to fix tariff 
values in respect of oxygen, chlorine 
and ammonia gases. 

I also propose to restore the pre- 
budget rate of 10 per cent ad valorem 
in respect of electrical porcelain insu¬ 
lators as a measure of reducing the 
cost burden on rural electrification 
programme. 

In respect of cinematograph pio- 
jectors, I propose to fix tariff values 
for 35 mm and 70 mm projectors 
to eliminate certain administrative diffi¬ 
culties. Further, as I would not like 
the cause of education, family plan¬ 
ning, agriculture and public health pro¬ 
grammes to suffer owing to the new 
levy on cinematograph projectors, I 
propose to exempt 16 mm projectors 
used for these purposes wholly from 
the central excise levy subject to certain 
checks and procedural safegurds. 

In the wake of the withdrawal of ex¬ 
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emption on agricultural tractors, some 
points of doubt had been raised whe¬ 
ther , power-tillers would also attract 
central excise duty. This point has been 
carefully considered and it has been 
clarified that for purposes of levy of 
central excise duty, power-tillers cannot 
be classified as agricultural tractors 
and therefore the levy imposed on the 
latter is not chargeable on the former. 
Customs duty will, however, be charged 
on imported power-tillers. 

Substantial Redaction 

The Hon'ble Members will recall 
that in my budget speech I had made 
a mention of rationalisation of the 
concessions available to independent 
processors of cotton fabrics. By this 
measure, the hand processing units 
which were hitherto enjoying complete 
exemption from processing duty, were 
subject to a certain amount of duty on 
the processing done by them. It has 
been represented by this sector of the 
industry that the rates proposed are too 
heavy for them and that it will also 
be difficult, particularly for the smaller 
units, to follow the normal procedure 
for paying excise duty. 1 have care¬ 
fully considered these representations. 
I am making a substantial reduction 
in the rates of duty which were pro¬ 
posed for them. To obviate the pro¬ 
cedural formalities and checks, an op¬ 
tional compounded levy scheme is also 
being notified under which the effective 
rates will be somewhat less than even 
the reduced standard rates. 

Hon’blc Members may recall that 
I had proposed a levy on certain ready- 
made garments and in order to protect 
the small manufacturers, the levy was 
intended to be confined only to such 
articles which are manufactured with 
the aid of power and sold under a 
registered trade mark or brand name. 
However, subsequent to this, some of 
the leading manufacturers of ready¬ 
made garments have, with a view to 
avoid payment of central excise duty, 
dc-registered their brand names. In 
order to ensure that the big manu¬ 
facturers of ready-made garments do 
not get away in this manner, I have 
made certain modifications in the exist¬ 
ing definition. Simultaneously, how¬ 
ever, I am providing for adequate relief 
to the smaller manufacturers by in¬ 
creasing the exemption limit of clear¬ 
ances for ready-made garments to Rs 
five lakhs per annum. This concession 
will not, however, be available to these 
manufacturers whose annual clearances 
exceed the limit of Rs five lakhs in a 
financial year. 

The maximum number of representa¬ 
tions have been received in respect of 
the levy on bolts and nuts and screws. 
These representations deal mainly with 
either the scope of the tariff item or the 
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difficulties experienced by the smaller 
producers. After careful consideration 
of these representations, the precise 
scopo of the tariff item is being 
clarified to include only such bolts, 
nuts and screws which arc exclusively 
fasteners and have no functioanal uti¬ 
lity otherwise. The difficulties of the 
smaller producers have also been look¬ 
ed into and after considering the 
various possibilities to alleviate them, 
I have decided to exempt bolts, nuts 
and screws produced by a manufac¬ 
turer whose total value of clearances 
docs not exceed Rs five lakhs in a finan¬ 
cial year, as in the ease of ready-made 
garments. This exemption, 1 hope, 
should meet adequately the demand 
of the smaller units. 

Apart from the reliefs and conces¬ 
sions I have mentioned above which 
all relate to the proposals made in 
the budget, I would also like to take 
this opportunity of announcing an¬ 
other relief, by way of total exemp¬ 
tion from excise duty on cigars and 
cheroots. This industry which is mainly 
in the cottage sector, and highly labour 
intensive, has been languishing over 
the years, fragmenting itself and con¬ 
fining itself more and more to the 
manufacture of inferior variety of ci¬ 
gars and cheroots as they arc not able 
to bear the incidence of excise duty 
leviable on the costlier varieties. The 
loss of revenue by this exemption will 
be about Rs seven lakhs per annum. 
I hope this exemption will help to 
revive this industry and also give a 
fillip to the export of quality cigars 
and cheroots. 

Foreign Travel Tax 

A number of letters have been recei¬ 
ved, including from some Hon’bJe 
Members, about the Foreign Travel 
Tax. In view of the novelty of the tax 
in this country and the many represen¬ 
tations received, I propose to revise 
the rate of the tax and now intend to 
make a beginning with a 15 per cent 
rate of tax for the standard first class 
and only 10 per cent rate for the 
economy or tourist class. 

1 have also taken into account va¬ 
rious representations made that relief 
should be given for certain classes of 
passengers. Hon’ble Members will 
recall that even*at the time of pro¬ 
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posing the tax l had announced, ex¬ 
emption from tax in the ease of stu¬ 
dents and scientists. It was also clari¬ 
fied in the memorandum circulated to 
the members at the time that in so 
far as students arc concerned, the 
exemption would apply to all of them 
who go abroad for studies or technical 
courses whether foreign exchange is 
released for them by the Reserve Bank 
or they do not ask for foreign exchange 
but arc otherwise eligible for it. I 
should like to amplify this by sa>ing 
that this exemption would apply only 
to those who travel by economy class, 
as Hon’ble Members would appreciate 
that those who travel by first class are 
certainly in a position to pay for that 
luxury and can therefore afford to pay 
the tax also. 

Case of Scientists 

As for scientists, I would like 
to clarify that the intention is to 
exempt them from the tax provided 
they arc sponsored by universities and 
such other institutions engaged in 
scientific research as may be approved 
by the government of India in this 
behalf and the purpose of the travel 
is for participation in an approved 
international conference, seminar, etc. 
Here too, naturally, the concession 
would apply only to travel by economy 
class. I also propose to exempt deck 
passengers travelling by sea for app¬ 
roved pilgrimages like the Haj. Em¬ 
ployees of airlines and shipping com¬ 
panies have represented that as part 
of their service conditions they are 
allowed to travel free abroad once in 
a while. The airlines companies also 
give free tickets on other occasions, 
such as inaugural flights. I propose 
to exempt such free tickets only as 
arc given to employees as part of 
their service conditions or for inaugural 
flights but here too, the concession will 
be confined to travel in the economy 
class only. 

As the rules and procedural arrange¬ 
ments have to be finalised before this 
levy can come into operation, a certain 
time is needed for this purpose after 
the Bill is passed. My intention is to 
bring the tax into effect from the 
October 15, 1971. 

The loss in revenue as a result of the 
modifications now proposed in the 
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travel tax arc very roughly estimated 
to be about Rs three to four erores 
for this year. Taking all the conces¬ 
sions made since the introduction of 
the budget, including those in respect 
of Maida and coarse cloth, the net 
effect this year will be a loss in revenue 
of about Rs 15 croies. I hope Hon’blc 
Members would at least agree that if 
I had to cast the net wide in augmenting 
budgetary resources this year, I have 
been equally responsive to suggestions 
for modifications and "reductions to 
remove undue hardship and give relief 
to the smaller manufacturers. 

Mobilisation of Resources 

Finally, I might refer to a matter not 
connected with the Finance Bill but 
which has a bearing on mobilisation 
of resources through the voluntary* f 
savings of the people. Hon’ble Mem¬ 
bers will be glad to know that the 
net collections under small savings 
were about Rs 197 erores last year, 
that is to say, about Rs 70 erores more 
than the collections in the preceding 
year. In view of the urgent need to 
step up these collections still further 
so as to counteract the inflationary 
trends in the economy and to find the 
much needed resources for develop¬ 
ment, it has been decided that the 
limits of deposits in the 7-Year Na¬ 
tional Savings Certificates (II and III 
Issues), taken together, should be en¬ 
hanced from Rs 25,000 to Rs 50,000 
lor individual holdings and from Rs 
50,000 to Rs 1,00,000 for joint hold¬ 
ings, with effect from August 1, 1971. 

It has also been decided that 5 Year 
Fixed Deposits receivable at the post 
offices and branches of the State Bank 
of India and its subsidiaries will not 
be received after the close of business 
on July 31, 1971. 

To enlist the co-operation of the 
state governments in increasing the 
collections under the Public Provident 
Fund Scheme, it has been decided that 
with effect from the current year, the 
Public Provident Fund Scheme will 
form part of the Small Savings Scheme 
for the purpose of determining loans 
admissible to state governments in res¬ 
pect of the small savings collections. 

I am confident that the state govern¬ 
ments will now tako keen interest in 
stepping up the collections under the 
scheme. 



August 6,1971 EASTERN ECONOMIST 

Banks: Two Years After Nationalisation 


According to a handout released by 
the Press Information Bureau of the 
government of India on the eve of the 
second anniversary (July 1971) of the 
public sector banks, there was all¬ 
round progress and sustained growth 
in the activities of these banks. 

Deposits of the scheduled commer¬ 
cial banks crossted the Rs 6,000-crores 
mark in May 1971. On the last Fri¬ 
day of that month, deposits (excluding 
inter-bank deposits) of the scheduled 
banks aggregated Rs 6,079.6 crores. 
Over the previous year the deposits 
showed a rise of Rs 917.1 crores or 
17.8 per cent as against Rs 660.5 
crores (14.7 per cent) in the corres¬ 
ponding 52 weeks of 1969-70. 

In the public sector banks (i.e. the 
State Bank of India and its seven sub¬ 
sidiaries and the fourteen nationalised 
banks) deposits went up during this 
period frora Rs 4,327.2 crores to Rs 
5,101.1 crores—an increase of Rs 
773.9 crores or 17.9 per cent as against 
Rs 588.6 crores (15.7 per cent) in the 
preceding 52 weeks. This compares 
with an increase of Rs 541.2 crores 
(16.2 per cent) in the year immediately 
preceding nationalisation and Rs 420.2 
crores (14.4 per cent) in the year 
before. 

On May 28, 197J, deposits of the 
14 nationalised banks stood at Rs 


3,407 9 crores—against Rs 2,625 84 
crores, at the time of nationalisation. 

Small Lendings 

Lending by the public sector banks 
to borrowers of small means showed 
further progress in the first nine months 
of the second year of nationalisation 
(July 1970—March 1971). The num¬ 
ber of borrowal accounts with these 
banks under the hcads-agriculturc, 


Agriculture 

(a) Direct finance (excluding planta¬ 
tions) 

(b) Indirect finance 
Small-scale industry 
Road transport operators 
Retail trade and small business 
Professional and self-employed persons 
Education 

Total 


*Data are provisional 
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small-scale industry, road transport 
operators, retail trade and small 
business, professional and self-emp¬ 
loyed persons and education, increa¬ 
sed from about 9 3 lakhs in June, 
1970, to 11 7 lakhs at the end of 
March 1971. In June, 1969 (on the 
eve of nationalisation) the number 
stood roughly at 2.8 lakhs. 

The amounts outstanding in these 
accounts have also increased from Rs 
760 8 crores in June, 1970, to about 
Rs 897 3 crores in March, 1971— 
more than twice the amount in June, 
1969. Advances of the public sector 
banks to these sectors constituted 
roughly 22 8 per cent of their total 
advances in March, 1971 as against 


No. of borrowal a/cs. as at the end of 

June 

June 

March 

1969 

1970 

1971* 

1,71,880 

6,15,952 

7,95,745 

4,756 

18,846 

17.7 0 

73,987 

1,21,057 

1,39,390 

2,527 

12,690 

21,794 

28,037 

1,25,748 

1,48,389 

422 

28,879 

40,427 

594 

4,995 

6,856 

2,82,203 

9,28,167 

11,70,311 


Table II 

ADVANCES OF PUBLIC SECTOR BANKS TO AGRICULTURE AND 
OTHER NEGLECTED SECTORS 


Table L 

AGGREGATE DEPOSITS (EXCLUDING INTER-BANK DEPOSITS) OF SCHEDULED COMMERCIAL BANKS 


(Rs crores) 



Aggregate deposits as on the 

1st Friday of May. 

Increase between 

% increase between 


May ’69 
and 

May ’70 

May ’70 
and 

May’71 

May *69 
and 

May ’70 

May '70 
and 

May 71 


1969 

1970 

1971 


1 

2 

3 

4 

5 

6 

7 

SBI group 

14 nationalised banks 

Public sector banks 

Banks in the private sector 

1225 4 
2513 2 
3738 6 
763.4 

1430 4 
2896 8 
4327 2 
835.3 

1693 2 
3407 9 
5101 1 
978.5 

205 0 
383 6 
588 6 
71.9 

262 8 
511 1 
773 9 
143.2 

16 7 

15 3 

15 7 

9 4 
(12.6) 

18 4 
17.6 

17 9 

17 2 
(167) 

E. Total for all scheduled commercial 
banks 

4502.0 

5161.5 

6079.6 

660.5 

917.1 

14.7 

17.8 


Note :_Figures in brackets indicate the percentage rate of growth of the banks in the private sector worked oat 

after adjusting for Rs 24 crores representing the deposits of Bank of Behar and National Bank ot Lahore, 
which were amalgamated with SBI in November 1969 and February, 1970, respectively. 
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21,2 per cent in June, 1970 and 14.5 
per cent in June, 1969. The aggregate 
advances of these banks were of the 
order of Rs 3,934 u ores in March, 1971, 
Rs 3,591 crores in June, 1970 and Rs 
3,017 crores in June, 1969. That is 
to say, the proportion of the advances 
to agriculture and other heads men¬ 
tioned above in the aggregate advances 
of the public .sector banks is now 
larger and that too on a bigger base. 

Loans to Farmers 

The increase in ‘direct finance to 
farmers’ is particularly notable. The 
number of farmers* borrowal accounts 
with the public sector banks has gone 
up from 1,71,880 in June, 1969, to 
6,15,952 in June, 1970 and 7,95,745 in 
March, 1971. The amounts outstand¬ 
ing in these advances increased from 
Rs 38 crores in June, 1969 to Rs 153.4 
crores in June, 1970 and about Rs 
198.8 crores in March, 1971. The 
average size of these loans is around 
Rs 2,500. In some of the nationalised 
banks the average is as low as Rs 
1,000 or even less. Further, available 
information indicates that farmers with 
holdings of not more than five acres 
accounted for about 50 per cent of 
the total number of borrowal accounts 
under the head ‘direct finance’ with the 
public sector banks. 

Branch Expansion 

The momentum gathered by the 
commercial banks after nationalisation 
in branch expansion in unbanked areas 
has been kept up in the second year 
of nationalisation. Between July 19, 
1969 and April 30, 1971, 3,419 new 
offices were opened by the commercial 
banks. (This amounts to an annual 
post-nationalisation average of 1,900 
new offices as against an annual aver¬ 
age of 362 new offices opened during 
the nine years prior to nationalisation.) 
Of the 3,419 new offices, 2,934 were 
opened by the public sector banks, 
nearly 70 per cent of them in unbanked 
centres, mostly in ‘rural areas. Rural 
offices now constitute a little over 36 
per cent of the branch offices of the 
public sector banks as against 23 per 
cent at the time of nationalisation. 


lities. Meetings have been convened 
by the Reserve Bank on a regional 
basis to allocate the identified growth 
centres among the commercial banks. 
Six such meetings have been held, in 
Madras, Calcutta, Patna, Kanpur, Bho- 


Agriculture 

(a) Direct finance (excluding planta¬ 
tions) 

(b) Indirect finance 
Small-scale industry 
Road transport operators 
Retail trade & small business 
Professional and self-employed persons 
Education 

Total 

Total advances by the above mentioned 
banks 

Total deposits of the above mentioned 
banks 


pal and New Delhi. Programmes for 
branch expansion drawn up so far 
envisage the opening of about 1,300 
new offices in the course of 1971/early 
1972* of these pearly l,200 wi|l be in 
unbahked centres. ' 


# (Rs lakhs) 


Amount outstanding 


June 

1969 

June 

1970 

March 

1971* 

38,02.0 

122,32.5 

251,45.8 

6,69.0 

19,22.2 

33.1 

45.6 

153,44.6 

139,07.6 

369,89.0 

24,73.6' 

64,86.6 

6,74.9 

2,06.8 

198,80. 
129,05 
440,47 
3,961. 
76,64. 
8,92. 
3,76.3 

438,50.2 

760,83.1 

897,28.0 

30,16,76 

35,91,14 

39,34,37 

38,71,44 

44,00,21 

49,60,94 


* Data are provisional. 

Table IV 

PUBLIC SECTOR BANKS’ ADVANCES TO VARIOUS NEGLECTED SEC- 
TORS AS PERCENTAGE OF THEIR AGGREGATE ADVANCES 

June June March 

1969 1970 1971* 


Table Ilf 

ADVANCES OF PUBLIC SECTOR BANKS TO AGRICULTURE AND OTHER 

NEGLECTED SECTORS 


Lead Bank Scheme x 

Surveys under lead bank scheme 
made considerable progress in the year 
under review. Over 125 survey re¬ 
ports have been submitted by the lead 
banks in respect of districts under 
their charge. Another 75 reports are 
expected to be finalised by the end 
of 1971. Follow-up action on findings 
of the surveys has also been initiated. 
In fact the strategy of branch expansion 
for 1971 is based chiefly on surveys 
carried out by the lead banks to iden¬ 
tify growth centres and areas which 
are urgently in need of banking faci¬ 


Agriculture 

(a) Direct finance (excluding planta¬ 
tions) 

(b) Indirect finance 
Small-scale industry 
Road transport operators 
Retail trade & small business 
Professional and self-employed persons 
Education 

Total 


N Data are provisional. 


1.26 

% 4.27 

5.05 

4.05 

3.87 

3.28 

8.34 

10.30 

11.20 

0.22 

0.69 

1.00 

0.64 

1.81 

1.95 

0.01 

0.19 

0.23 

0.02 

0.06 

0.10 

14.54 

21.19 

22.81 
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Foreign Assistance 

The country-wise details of loans and grants received by the government of India i.e. value of agreements signed by 
the government as on 30th April, 1971. 


LOANS 


S.No. Country/source Value of loans 
agreements si¬ 
gned as on the 
April 30, 1971. 
(Rs crores) 


A. Loans repayable directly in 
Foreign Currency 


1. Austria 

21.38 

2. Belgium 

9.54 

3. Canada 

284.65 

4. Denmark 

12.00 

5. Federal Republic of 
Germany 

871.92 

6. France 

93.92 

7. Italy 

16.68 

8. Japan 

388.38 

9. Netherlands 

57.14 

10. Norway 

1.58 

11. Sweden 

35.96 

12. Switzerland 

36.02 

13. UK 

858.69 

14. United States of 
America 

2524.58 

15. Kuwait 

46.15 

16. Bahrain 

10.60 

17. Qatar 

12.88 

18. IBRD 

439.67 

19. IDA 

970.56 

Total— A: Loans re¬ 


payable directly in 
foreign currency 

6692.30 


LOANS (Contd) 


S. No. Country/source Value of loans 

agreements si¬ 
gned as on the 
April 30, 1971 
(Rs crores) 


B. Loans repayable through Ex< 
port of Goods 


1. Bulgaria 

9.75 

2. Czechoslovakia 

96.20 

3. Hungary 

12.50 

4. Poland 

56.85 

5. USSR 

1021.13 

6. Yugoslavia 

28.58 

Total-B : Loans repay- 


able through Export 


of Goods 

1225.01 

Total loans payable in 


Foreign Currency 

791.73 

C. Loans repayable in Rupees 


1. Denmark 

1.50 

2. USA : 


(i) Other than PL 480 


Rupee Loans 

445.59 

(ii) PL 480 Rupee Loans 

1537.82 

TOTAL-C : Loans Repayable 


in Rs 

1984.91 

Grand Total (A+B-f C) 

9902.22 


GRANTS 


S .No. Co un try/s ource 

Amount 
authorised 
(Rs crores) 

1. Australia 

65.82 

2. Austria 

1.16 

3. Britain 

11.13 

4. Canada 

426.97 

5. Czechoslovakia 

r 0.63 

6. Denmark 

0.84 

7. Federal Republic of 
Germany 

21.82 

8. France 

1.43 

9. Japan 

0.76 

10. Netherlands 

1.42 

11. Norway 

11.56 

12. Sweden 

8.75 

13. USSR 

10.15 

14. USA 

*724.70 

15. Ford Foundation 

37.15 

Total 

1324.29 


♦Includes rupee grants from the 
counterparts rupees generated by aid 
for food and other agricultural commo¬ 
dities—Rs 372.1 crores. 

Source : Lok Sabha, 

(unstarred question No. 1931 
for July 11, 1971). 
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AMOUNTS SO FAR PAID BY THE GOVERNMENT OF INDIA TOWARDS REPAYMENT OF PRINCIPAL AND 
PAYMENT OF INTEREST DURING THE CURRENT YEAR, f.e. UFTO MAY, 1971 AND ESTIMATED PAYMENTS 
DURING THE REMAINING MONTHS OF 1971-72, 1972-73, 1973-74 AND 1974-75 

(Rs crores) 


S.No. Country/sourcc Upto May, 1971 From June 1971- 1972-73 1973-74 1974-75 

--to March, 1972 

Princi- Inter------- 



cipal 

est 

Prin¬ 

cipal 

Inte¬ 

rest 

Prin¬ 

cipal 

Inte¬ 

rest 

Prin¬ 

cipal 

Inte¬ 

rest 

Prin¬ 

cipal 

Inte¬ 

rest 

A. Loans repayable directly in 











Foreign Currency 

1. Austria 

_ 

_ 

1.44 

0.49 

1.60 

0.48 

1.60 

0.43 

1.70 

0.38 

2. Belgium 

— 

— 


0.18 

0.19 

0.20 

0.19 

0.23 

' 0.29 

0.23 

3. Canada 

0.09 

0.05 

1.38 

3.28 

3.73 

.3.43 

3.73 

3.14 

3.73 

2.82 

4. Denmark 

— 

— 

0.20 

— 

0.20 

— 

0.20 

— 

0.20 

— 

5. Federal Republic of Ger- 

manv 

— 

— 

31.02 

19.95 

32.90 

19.98 

38.17 

17.89 

37.37 

15.97 

6. Italy 

— 

0.08 

0.12 

0.11 

0.12 

0.30 

0.58 

0.39 

0.88 

0.37 

7. France 

0.09 

0.21 

1 89 

1.72 

3.63 

2.69 

4.89 

3.58 

6.08 

3.85 

8. Japan 

— 

— 

22.26 

15.34 

28.05 

17.54 

31.22 

17.01 

33.35 

15.95 

9. Netherlands 

0.71 

— 

— 

1.35 

0.85 

1.35 

1.21 

1.45 

1.21 

1.55 

10. Norwav 




— 

— 

— 

, _ 

— 

— 

0.68 

11. Sweden 

— 

— 


0.19 


0.42 

— 

0.54 

0.11 

12. Switzerland 

0.37 

— 

2.34 

1.47 

2.73 

1.49 

2.78 

1.51 

2.64 

1.52 

13. UK. 

7.77 

6.62 

12.70 

11.12 

21.20 

19.74 

23.87 

18.63 

24.82 

17.46 

14. United States of America 

0.59 

1.55 

27.43 

29.72 

35.85 

32.58 

38.59 

32.38 

39.72 

31.35 

15. Kuwait 

— 

— 

4.34 

0.26 

1.08 

0.05 

— 

— 

-- 

— 

16. Bahrain 


— 

0.71 

0.17 

0.71 

0.13 

0.71 

0.10 

0-. 71 

0.07 

17. Qatar 

— 

— 

0.94 

0.41 

0.94 

0.36 

0.94 

0.31 

0.94 

0.26 

18. IBRD 

1.30 

1.75 

21.73 

13.42 

21.10 

14.39 

18.18 

13.59 

19.23 

12.67 

19. IDA 

— 

0.75 

0.49 

5.41 

1.16 

6.71 

2.12 

6.99 

3.13 

7.13 

TOTAL-A—Loans Repayable di- 











rectly in Foreign 

Currency 

10.92 

11.01 

128.99 

104.59 

156.04 

121.84 

168.98 

118.17 

176.11 

112.26 

B. Loans repayable through Ex- 











port of Goods 

1 . Bulgaria 

— 

— 

— 


Neg. 

Neg. 

Neg. 

Neg. 

0.01 

Neg. 

2. Czechoslovakia 

0.71 

-- 

7.05 

1.31 

7 65 

Ml 

7.76 

0 92 

7.13 

0.74 

3. Hungary 

— 


— 

— 

Neg. 

Neg. 

Neg. 

Neg. 

0.01 

Neg. 

4. Poland 


— 

2.75 

0.59 

3.13 

0.56 

3.73 

0.47 

3.28 

0.39 

5. USSR 



31.40 

9.46 

50.27 

9.20 

48.60 

8.17 

48.7 6 

7.11 

6. Yugoslavia 

0.35 

— 

3.32 

0.46 

2.69 

0.39 

1.99 

0.31 

1.77 

0.25 

TOTAL-B - Loans repayable 











through Export of 

Goods 

1.06 


44.52 

11.82 

63.74 

11.26 

62.08 

9.87 

60.96 

8.49 

Total Loans repayable in Foreign 

Currency 

11.98 

11.01 

173.51 

116.41 

219.78 

133.10 

231.06 

128.04 

237.07 

120.75 

C. Loans repayable in rupees 

1. Denmark 

0.14 

0.05 

0.14 

0.05 

0.28 

0.09 

0.28 

0.07 

0.28 

0.06 

2. USA : 

(i) other than PL 480 rupee 
loan 

2.89 

1.13 

18.12 

8.99 

20.63 

9.41 

21.15 

* 

8.54 

18.76 

7.68 

(ii) PL 480 rupee loans 

1.24 

6.81 

4.12 

27.79 

6.48 

34.40 

7.60 

34.20 

8.77 

33.94 

TOTAL-C—Loans repayable in 
rupees 

4.27 

7.99 

22.38 

36.83 

27.39 

43.90 

29.03 

42.31 

27.81 

41.68 

GRAND TOTAL (A j-B-f-C) 

16.25 

19.00 

195.89 

153.24 

247.17 

177.00 

260.09 

170.85 

264.88 

162.43 


Source : Lok Sabha, (Unstarred question No. 1931 for July 11, 1971). 
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kw Datu-t 


' Th^simpu purposo of the Constitution (Tweniy-fouith>$rae«djoifit) Wit,' 19?T, 
v is 10 acquire for Parliament absolute sovereignty overt be Constitution and, in¬ 
cidentally and in the process, take 4vay from the Supreme Court the authority 
it enjoys to sit in judgment, where necessary, on enactments of Parliament: with a 
view to ensuring that they conform, folettcr and spirit, to the Charter under which 
the people of India had resolved ott the twenty-sixth day Of November, 1949, td 
constitute India info a Sovereign Democratic Reprtblicartd to secure to all its 
citizens Justice, social, economic and political; Liberty of though^expiation; 
belief, faith and worship; Equality of status and of opportunity; hnutp promote 
among'them all Fraternity assuring the dignity of tne : individual an<J*tne unity, 
of the-Nation. ’■ ; 

, What must surprise us is,not that the government which is in 
has brought forward such a piece of legislation or even that, in the Ld^Sabbi 
as constituted after the last general election, this bill may be passed vir^Uyl^ 
acclamation, but that the country at large seems to have been brain-washecf uyo 
believing that, if democracy is to be saved ip this country^ it nas becpnii^ # iiede% 
sary for Parliament to have a totality of authority for ametidijrfk tb# Goptijutiorf 
in any or all of its parts,—a right specifically denied to it in tbc^&ftft^tipn it* 
self. To give a couple df samples of views expressed along these lings, Mr Fsank 
Apthony accepts the principle of the Bill subject only to rdiervitibni of atLC$S£$ 
ifally maiginal. jf not personal, nature. To hijnsbroe Of 'the Fundarnentalllights 
mefitiohed--thcteis.no Ipngt r any point in using the term i4 jen$hrined M inthis ton-" 
text — in Part Three afroe Constitution appear to be rrtbre fundamental thaili the 
rest Since they happen to concern the minorities; and so long as this special car 
tggojy of the Fundamental, Rights is kept out of the sweep'of tin authority sought 
fox Parliament through the present Bill, he has no objection to the aftei^pon 
proposed to be made in the scope of Article 368 of the Constitution making it 
cleat that any law under, it would not attract Article 13 whidh prevents Parlia¬ 
ment or stalc legislatures from abridging the Fundamental Rights. 

Then there is the main editorial inTke Hindustan Times of July 29, which has 
so confidently said “Yes” to the Constitution (Twenty-fourth Amendment) 
Bill. The argument advanced in favour of this' position not only sounds strange 
bill t$ in fact extremely odd. It has been conten&ed that “if a people can* 
not amend their constitution inany circumstances, they, will break it” and that 
“absolute rigidity is therefore an invitation to revolution”. There seems to fee 
a large element of Alice-iri-Wonderland unreality -or js it surrealism ?—in this 
proposition. 

The Constitution, as it is today, has not ruled out amendment as such.On 
t he contrary, it has made aprovision For the purpose and this has so far been effec- 
tivcly employed twenty-three times. jHMs shows that the Constitution "04 such 
is not above or beyond changes temgaftdc in it by Parliament through the exer- ‘ 


is not above or beyond changes temgaPdc in it by Parliament through the exer¬ 
cise of,powers whichare already vested in that body. The notion of“absolute rigi¬ 
dity” Would therefore jgpply, if at all, only to the principle Off the inviolability df 
the Fundamental Rights as,listed in Part Three of the Constitution. There, has 
beeif-no. evidence so far, that the people have resented this chapter dr arty p«t df jf 
to th^meterft of being attoupto start a revolution for the purpose of-demolishing 
it: Ip fact there is.pqteven proof that either any of the Fundamental Rights or 
At he Supreme Court’s fntiirpr^tations.of parliamentary enactments in relation 
> fp The. Fundamtntrtii^ights nave come.in the way ofthe people improving their 
1 social ami economic conditions or the government hclpirg them to do so. 

* Oat the contrary, tf the political history of out country in the last 20 or 25 
has anything td t^st*i us,, it is hot 'that ParRaipent should be made 



' experiebce of legislatures grossly failing to reflect in their com- 

gfyotes potfocf by the Various political 
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It is therefore more urgent and impor¬ 
tant that a system of proportional re¬ 
presentation should >■ be introduced for 
elections to testate legislatures or the 
Lok Sabha than that Parliament should 
be given even greater authority over 
the Constitution than it now enjoys. 
The case for reform of Parliament 
becomes alt the more strong when it 
is. considered how the whole process of 
elections has been vitiated by the un¬ 
scrupulous use of power or money for 
influencing the functioning of the elec¬ 
tion machinery or manipulating the 
vcidict of the ballot box. In these 
circumstances he wojld indeed bo a 
bold man who would rush to say 
that the people might revolt against 
the “absolute rigidity” ot the Consti¬ 
tution earlier than they may revolt 
against the venality of political parlies 
or politicians in power. 

Mr Frank Anthony is not prepared 
to entrust the legitimate rights or 
interests of the minorities to the 
absolute sovereignty of Parliament. 
Other people too arc entitled surely 
to have reservations of their own. 
The basic issue, however, is not whe¬ 
ther some of the Fundamental Rights 
are more precious than the others 
but whethet the government of the day 
has not already been arrogating to it¬ 
self too much authority for the good 
of the country or the well-being of 
its people. Once the Constitution 
(Twenty-fourth Amendment) Bill is 
passt-d it will be pointless and ever 
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absurd to expect or ask of the govern¬ 
ment that it will not or should not em¬ 
ploy its newly acquired powers for the 
purposes for which i%.Jplanned to 
acquire them. After ..iU^iggsaid. “Yes” 
to the Constitution. (Twenty-fourth 
Amendment) Bill, The t Hindttstan 
Times wants to say “No” to the Cons¬ 
titution (Twenty-fifth Amendment) Bill. 
But is it not the case that the whole 
purpose of the Twenty-fourth Amend¬ 
ment is to pave the way for the Twenty- 
fifth immediately and more of its 
kind in the future ? 

Once a woman has agreed to being 
disrobed, she would naturally be left 
with but little to resi&t 1'irthcr seduc¬ 
tion with. Let us therefore warn 
the people that tho Twenty-fourth 
Amendment is only a means to ends 
which could end up anywhere. It is 
not for nothing that this Twenty-fifth 
Amendment Bill has sought thought¬ 
fully to add after Article 31-Bof the 
Constitution the extremely promis¬ 
ing facility of Article 31-C, which cy¬ 
nically provides for the Directive Prin¬ 
ciples being employed for thwarting 
the Fundamental Rights. If the Fun¬ 
damental Rights are to be ignored or 
dismissed whenever they are found to 
be inconvenient to the government of 
the day, demagogues naturally must 
be only too keon on legislating for 
rendering the Fundamental Rights as 
vulnerable as possible to the passions 
and ptessures of the political 
game. 



Oif Policy Needs Reorientation 


Trtt point that our oil policy, particu¬ 
larly in respect of exploration, needs a 
serious rethinking can hardly be over¬ 
emphasised. The union Minister for 
Petroleum and Chemicals, Mr. P.C. 
Sethi, revealed in reply to a calling 
attention notice in the Rajya Sabha 
recently that on the basis of the in¬ 
creases effected in the prices of West 
Asian crude up to June 1 last alone, 
our import bill on this count would 
go up from Rs 102 crorcs in the last 
calendar year by Rs 36 crores this year, 
Rs 41 crores next year, Rs 80 erdrps 
in 1973, Rs 99 crores in 1974 and Rs 
106 crores in 1975. If the reported 
firmness in the prices of crude conti¬ 
nues, as is expected in oil circles, our 
foreign exchange expenditure on crude 
imports should obviously go up further. 
This will be in addition to the upward 
readjustment to be made in' - prices 
periodically in terms-Of the Teheran , 
agreement between the governments Of 
the oil producing countries and .the! 
international oil companies ps Counter 
global inflation.- 

• This frightening prospect not Only , 


underscores the imperativeness of 
evolving a new fuel policy for the na¬ 
tion but also the necessity of stepping 
up the search for Oil within the 
country. It is indeed a discomforting 
fact that the additions to our. oil re¬ 
serves lag much behind- our drawals 
from them. This is because there has 
not been any significant new discovery 
of reserves during the past three years. 

The pre-Independence belief that, 
out country Was Atfcient in oil re-, 
sources, of course,, has proved- to be 
misplaced. Sevend ttrdthisiftg hydro¬ 
carbon bearing structures 
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_..V/ ttje. public ;sector 

xptanuv'the ©H and Natural Gas 
Commission (ONGC). has been crying 
hoarse for quHe spate time that It is. 
handicapp^’ iff. its work; by lack of 
sophisticated^ equipment.... But if' the 
lament of the Petroleum Minister the 
other day is aniy indication; the re-, 
dressal of this grievance, should take 
some more time. Thirdly, ttys union 
government has not been even able to 
finally decide on the appointment of 
the successor to Mr L. J. Johnson who 
relinquished the charge of the chair¬ 
manship of this body several.months 
ago. The present ad hoc arrangement 
under which Mr B.S. Negi has been 
looking after the ONGC operations 
surely cannot be conducive to its opti¬ 
mum functioning. 

The cavalier fashion in which the 
crucial task of oil exploration is being 
handled by the government should 
further be evident from the fact that 
instead of imparting pragmatism to it, 
the oij exploration policy has been 
made more and more inflexible, pre¬ 
sumably to placate the leftist lobby in 
the country. The indication of this is 
abundantly available in the process 
through which the final, decision on 
exploration in the Bombay High 
area was taken. This exploration 
work is to be undertaken by the ONGC 
on “assisted owner operation” basis 
which means that only technical ad¬ 
vice and some contracting, if necessary, 
will be sought from abroad; the 
foreign collaborator will have no equity 
stake in the operation. Before this de¬ 
cision was taken, the government did 
not appear to be averse to foreign colla¬ 
borators joining hands with the ONGC 
on minority equity participation basis. 
In the initial stages even equal partner¬ 
ship between government of India 
and a foreign oil company was not 
frowned upon. . The other oil explorer 
in the country *— Oil India Limited 
— .is the pertinent instance. ' In Oil 
India, in fact, at the earliest stage the 
• foreign collaborator — the Burmah 
Oil Company- (BOC) — had majority 
Share 'Which was reduced to parity* 
with the government share subsequent¬ 
ly. - ‘•> 

•' ; - ' ^ • J, 

' The task' of*qil exploration in the’ 
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that the ONGC won© "will be ahtetolg 
complete if as expeditiously Withe rt* 
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tremendotii 

successes in the discovery ofbil thtougb 
following pragmatiti exploration $olfe 
cies. Can’t we repent this'bistory?. 

Maybe in tire present-day political 
, situation - hsthe country, the union 
government may not.be able to muster 
enough courage to revise , its explora¬ 
tion policy drastically, even though 
as argued above, there is a case for 
effecting drastic modifications in it. 
But one fails to understand why Oil - 
India cannot be entrusted with some 
additional exploratory work, especially 
when the operations of this equal 
partnership between the government 
and the Burmah Oil Company have 
proved an unqualified success. The 
latest annual, statement of the Oil In¬ 
dia chairman, Mr Sarat Chandra 
Sinha, reveals that this undertaking is 
currently producing oil around the 
level expected of it to feed the Noon- 
mati and Barauni refineries. The re¬ 
lations between the two partners too 
are extremely cordial. 

The more significant fact about Oil 
India’s operations, however, is that 
the foreign partner is entitled to only 
the stipulated maximum return of 13 
per cent, net of all taxes, on its invest¬ 
ment. If the profits are more than what 
is required to meet this 13 per cent divi¬ 
dend liability to the two partners — 
the government of India also gets divi¬ 
dend on the same basis on its invest¬ 
ment in the venture — the surplus is 
shared by the consumers of Oil India’s 
crude—the Noonmati, Barauni and Dig- 
boi refineries—or their principals—the 
government of India in the case of the 
former two and BOC in the case of 
the latter — in the form of retrospective 
discounts on the crude oil price paid 
during the year on the basis of parity 
with the price of West Asian crude 
had it been imported. The Digboi re¬ 
finery is just a small customer of Oil 
India’s crude. The overwhelming pro¬ 
portion of this crude is consumed by 
the public sector refineries at Noon¬ 
mati and Barauni. So the major por¬ 
tion of the "Surplus profit falls to the 
share of the public sector refineries or. 
the union government. 

During 1962 and 1965 when, owing 
to low offtake of its crude by the 
Baratmi refinery, the, profits of .Oil' 
India were not commensurate for pay¬ 
ing, to the two partners the guaranteed. 
minimum dividend Of nine per eent net 
of all taxes * — the Oil; India charter 
along with stipulating the taaxinittm 
dividend declarabfc also envisage* a 
jhinifitam retotn to ttajMp towfcfers 



> plie|. (For 1962, by oihtual understand¬ 
ing, ‘the two partners; however, did not 
insist on the nine per cent guaranteed 
dividend and were content with only 
.6| per cent return on capital). But 
the total amount recovered retrospec¬ 
tively by Oil India from its customers in 
these four years was Rs 21.13 crores 
— Rs 15.47 crores from the govern¬ 
ment of India and Rs 5.68 crores 
from BOC. Against this, a sum of Rs 
21.65 crores has already been reim¬ 
bursed to the customers in the form of 
retrospective discounts on prices bet¬ 
ween 1967 and 1970—Rs 18.55 crores 
to the government of India and Rs 
3.10 crores to BOC. For the last year 
the discount accruing to the public 
sector refineries amounts to Rs 6.62 
crores and to the Digboi refinery 
Rs 71.8 lakhs. 

It is true that the discounts accruing 


2*9 

to the customersare slightly less than 
the original estimates; the estimated 
total reimbursement since 1968 was to 
be Rs 7.91 crores .per annum and ia 
1970, when, the highest discounts were 
paid, the total came to Rs 7.34 crores. 
But note has to be taken in this re¬ 
gard to the mounting costs as well as 
the sizable sales tax collected by the' 
Assam government on Oil India’s 
sales of crude oil and gas. 

With a view to improving its pro¬ 
fitability, Oil India is exploring ways 
and means of more judiciously Utiliz¬ 
ing its gas resources, as the offtake of 
ga9 by the present consumers in said 
to be much short of their commitment. 
It has finalised a scheme to extract It- 

S I petroleum gas (LPG) from its 
gas. If this scheme is implemented 
expeditiously, the profits of the venture 
should apparently improve as LPG 
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i* in good demand In the country. The 
discounts on crude oil prices should 
then go up. The proposal to offer 
consultancy services! hi regard to pipe¬ 
line arid reservoir engineering, if it 
materialises, too will have a similar 
effect. In view of the above analysis of 

Upgrading 

The policy pursued by the Reserve 
Bank in regard to the fixation of terms 
for the loans of the central and state 
governments and bonds of state electri¬ 
city boards in the current financial 
year is at variance with the procedure 
adopted in earlier years. Following the 
increase in the Bank Rate early this 
year, three central loans were floated 
in July at par but the interest rate 
was higher by a full quarter per cent. 
As the long-dated 2001 Loan carried 
interest at 5} per cent and was issued 
at par, it was expected that the state 
loans, which were offered at par for 
all loans for the first time in the history 
of borrowing of the state governments, 
carrying interest at 5f per cent and 
maturing after 12 years, would be more 
attractive for the lenders on the present 
occasion. 

Rather surprisingly, the monetary 
authorities have not made any change 
in the terms of the state loans recently 
announced. The bonds of the state 
electricity boards too are being offered 
at six per cent and at par or slight dis¬ 
count as before. The intention of the 
Reserve Bank is perhaps to raise the 
status of the state loans which were, 
until recently, needlessly derated with 
unmerited and irrational distinctions 
also in the issue prices of different 
loans. There is now no invidious dis¬ 
crimination between one state loan and 
another and all loans have the same 
issue price. If any meaning can be 
imported into the borrowing policy 
of the Reserve Bank for the current 
year, it is perhaps its intention to peg 
the interest rate for long-dated central 
loans at 5J per cent and at the same 
level for 12-year state loans. The 
state electricity boards and statutory 
financial corporations will presumably 
raise their requirements at six per cent. 
The new strategy has, therefore, re¬ 
sulted in costlier borrowing only for 
the central government. 

Also, against the general expectation 
that the state governments will be 
allowed to borrow on a larger scale, 
net borrowing on the present oocasion 
will be restricted more or less to the 
quantum oflast year. The logic is not 
quite clear as, with the uncomfortable 
budgetary position of many state go¬ 
vernments, net •borrowing could have 
befjn on a bigger scale especially as 
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Oil India's working, the govefnnfent 
should stand to gain a good deal if this. 
venture’s activities are widened. Even 
though it is an equal partner with 
BOC in this venture, the government 
has a very effective control over its 
operations. 

State Loans 


conditions in the money market are 
now quite comfortable and deposits of 
the scheduled commercial banks have 
been increasing at a fast rate and the 
additions to the asserts of the Life In¬ 
surance Corporation have been im¬ 
pressive. Thus, the notified amount 
for all IS loans is only Rs 1S8.75 
crores even with maturing loans of 13 
state governments amounting to Rs 
72.71 crores. Of course, the govern¬ 
ments have, as usual, reserved to them¬ 
selves the right to accept subscriptions 
in excess of the notified amount up to 
10 per cent. Even so, net borrowing 
will be for only Rs 101.92 crores. 

On the last occasion, the notified am¬ 
ount of 15 loans was Rs 142.50 crores 
as there were maturing loans for only 
Rs 57.46 crores. Many loans were 
over-subscribed even on the opening 
day while the lists for the remaining 
loans were closed on the second day in 
spite of the fact that conditions in the 
money market were none too propiti¬ 
ous. There was partial allotment in re¬ 
spect of as many as 12 loans while appli¬ 
cants for the loans of Tamil Nadu, 
West Bengal and Orissa got full allot¬ 
ment. Net borrowing, therefore, 
amounted to Rs 99.60 crores. It will, 
thus, be seen that the Reserve Bank is 
helping the state governments to bor¬ 
row only a net amount of around Rs 
100 crores. 

The lists for all loans will open on 
August 19 and be kept open till August 
25. They will, however, be closed ear¬ 
lier if the loans are oversubscribed in 
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a short period, as they will surely be. 
The 4 per cent 197j* loans, which can 
be converted into the new loans fail 
due for repayment on August 19. As 
the Reserve Bank and the Life Insu¬ 
rance Corporation must be holding 
large parcels of the maturing loans, 
conversion applications can be ex¬ 
pected to be sizable. In any case, the 
lists are likely to be over-subscribed 
substantially even on the opening day 
and there will be partial allotment, as 
before, in most cases. , 

The state governments may not make 
any special effort to secure “forced”, 
subscriptions as it is anticipated the 
nationalised banks, the Life Insurance 
Corporation and provident funds Will 
be extending good support. Alsfr, 
some states like Tamil Nadu have afl 
idea of raising rural debentures. Thu 
Reserve Bank is, therefore, expected!, 
to manage successfully the floatation 
of state loans. t 

4 

The ta$k of the central banking insti¬ 
tution will be much easier now as the 
money market is fairly comfortable 
in spite of the fact that there has been 
heavy expansion of credit for financing 
procurement operations on an un¬ 
precedented scale. There has been 
no big net increase in advances of 
scheduled commercial banks because 
of a rapid decline in advances against 
sugar with a decrease in accumulated 
stocks. Inventories in other directions 
also have been coming down. As 
there has at the same time been a faster 
growth of deposits, borrowings of 
member banks from the central bank¬ 
ing institution were only Rs 159.39 
crores against as much as Rs 227.81 
crores in the corresponding week last 
year. This position is in complete cont* 
rast with the situation that existed in 
the money market in the middle of 
March when borrowings stood at the 
unprecedented high level of Rs 442.82 
crores. 

It can be hoped that there will be a 
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The steel production of a country is generally 
held to be the barometer to measure its in¬ 
dustrial record to date and what are her plana. 
for the future? Looking at the past and tak¬ 
ing into account the wartime experience also, 
one cannot but be driven to the depresstol 
conclusion that India has not merely not made 
rapid progress but has actOhfly summed a *set- 
back. According to My J.ILD. Tatawjm must 
know, the war has not giveaa«yi(npetus to 
the iron and steel indumy* <ta (M^oootrat? 
ithasoolyheldupeveniiwnwdlmMions and 
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expanslontfwhkh would otherwise have taken 
place. Ipdis can never overlook the contrast 
in this expect With the self-governing domini¬ 
ons such as Canada and Australia where the 
industrial expansion of a quarter oentuy has 
been compre ss ed into the spaas eg five brief 
years.'In nek looking beck to the period even 
before 1939, one finds that a most striking fea¬ 
ture of our economic Ub has been tlM decHoa 
in theconsumptktn of iron and ittet from even 
the level attho outbreak of th* first World 
WffhrI914. ■ . 



further decline in borrowings in the 
coining weeks as advances may tend to 
decline with a tapering off of procure¬ 
ment operations and a steeper decline 
in sugar stocks. There may also be 
pronounced growth in depoists bet¬ 
ween July 23, 1971, and August 19.1971, 
artd it will not be surprising if borrow¬ 
ings arc virtually wiped out. Tbe 
diversion of funds from the banking 
system for about Rs 100 crores may 
not thus cause any serious strain and 
it would be possible for the central 
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government to complete the second 
tranche of its borrowing programme for 
the current year successfully and-even 
exceed comfortably the target for 1971- 
72 of Rs 168 crores foe pet borrowing. 
There may be reissues of the recent 
loans by the end of September or early 
in October. The change in the comple¬ 
xion of the money market has thus ren¬ 
dered it easy for the central and 
state governments to raise their 
requirements through open market 
loans. 


Role of Industrial Reconstruction Corporation 


The establishment of the Industrial 
Reconstruction Corporation of India 
Ltd, with headquarters in Calcutta, 
has raised hopes among many people 
that it will play a decisive role in re¬ 
opening the closed industrial units 
and in reviving the sick ones. The cor¬ 
poration has been set up with a wide 
range of objectives. Its memorandum 
of association mentions 56 types of 
activities to be undertaken by it, which 
include promotion of industrial pro¬ 
jects, procurement ot capital, advanc¬ 
ing credit, guaranteeing loans, taking 
over concerns, and encouraging amal- 
gamations. But for the present, the 
corporation will concentrate on assist¬ 
ing the sick and the closed units. Al¬ 
though it is an all-India body, its 
activities will be confined mainly to 
West Bengal in the initial stages since 
it is here that the problem of indust¬ 
rial reconstruction prevails in an acute 
form. 

At a meeting of the representatives 
of all the chambers of commerce in 
Calcutta on July 23, Mr B.B. Ghosh, 
chairman of the corporation, said 
that it would explore every possibility 
of helping a unit in distress. Its ob¬ 
jective is not merely to revive or re¬ 
open a unit so that it can carry on 
somehow but also to take the necessary 
follow-up action so that it can function 
with confidence and plan lor further 
expansion. It will also examine the 
scope for reconstructing the structure 
of management, rationalisation, mo¬ 
dernisation or amalgamation, depend¬ 
ing on the circumstances of each case. 
The corporation will utilise the ser¬ 
vices of the other financial institutions 
in effecting the reconftruction of the 
industrial units. 4 

Mr Ghosh is a distinguished ad¬ 
ministrator of vast experience — he 
was the Principal Adviser to thfc Go¬ 
vernor tifi^recently, and he can be ex¬ 
pected to tty his best to make the cor¬ 
poration ap effective instrument for 
the industrial revival of !W<wt Bengal 
.But the task of recOhsttifetionjs ndt 


the right type of technical and manage¬ 
rial personnel in sufficient numbers 
will not be easy. 

Mr Ghosh has revealed that in many 
instances, mismanagement is responsi¬ 
ble for the closure of factories and for 
their falling sick. He has therefore 
sought the co-operation of the share¬ 
holders in the reconstruction of the 
units concerned. He has explained that 
in providing assistance the corporation 
will be guided not by the past per¬ 
formance of an industrial unit but by 
its future potential. He has also ex¬ 
pressed the view that in the recent 
weeks there has been an anxiety among 
the workers to improve their producti¬ 
vity which will facilitate the corpora¬ 
tion's task of reconstruction. But is 
this optimism justified? 

Left to themselves, workers can 
certainly be expected to play their 
part in helping the corporation since 
it is they who lose heavily by the facto¬ 
ries going sick or remaining closed. 
But will the trade unions really show 
sufficient realism in this matter? It 
is regrettable to find that even while 
the corporation is trying its best to re¬ 
vive the closed units, fresh closures are 
taking place mainly because^ of the 
unreasonable and unresponsive atti¬ 
tude of the trade unions. Mr Ghosh 
has said that the corporation has no 
legal powers to enforce its directives 
either on the management or on labour. 
But this need not be a big handicap 
provided both the parties are sincere in 
restoring their units to normalcy. 

The corporation has made a beginn¬ 
ing with providing assistance to the 
National Iron and Steel Company 
which has remained closed for the past 
one year. This has affected over 1,550 
workers. Its reconstruction is cstima- 
mated to take nearly five years. The 
corporation has received more than 
80 applications for assistance, of which 
13 are from the engineering industry 
and the rest from chemicals, textiles, 
foundry, paper, mining and other in¬ 
dustries* Apart trom helping those who 
approach it, the corporation will also 
. take the initiative to locate the units 
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which, with appropriate assistance, 
can be put back on their feet. But 
since most of its time will be taken up 
in reconstructing the units which have 
already sought its help, it is doubtful if 
it will be able to act on its own in many 
cases. 

Though the problems of the dosed 
factories in West Bengal have 
been receiving some attention from the 
government in the last few years, no 
oi\e seems to have a fairly accurate 
idea of the number of units involved 
and the actual reasons for the closure. 
The government of West Bengal bad 
made some attempts in 1970 to re¬ 
open the dosed factories. But these 
efforts were half-hearted. While an¬ 
nouncing a scheme of incentives for 
the new units in August 1970, the go¬ 
vernment had declared that some of 
these concessions like preference in 
making purchases for the government, 
and refund of sales tax paid on raw 
materials or finished products, would 
be made available to the dosed units 
also. But some conditions were attach¬ 
ed, namely, that the period of closure 
should have covered at least six months 
as on the August I, 1970, that one of 
the reasons for the closure should be 
financial difficulty, and the closed units 
should reopen by December 31, 
1970. But this approach does not seem 
to have produced any effect. 

The problem of industrial revival of 
West Bengal cannot be tackled piece¬ 
meal. In May this year, the govern¬ 
ment of India announced that the 
dosed engineering units of West Ben¬ 
gal would be given special facilities 
to import their raw materials on cer¬ 
tain conditions. It is not known how 
many such units have availed them¬ 
selves of these facilities to get their 
raw materials. Now the Industrial 
Reconstruction Corporation has come 
forward to provide finance and other 
facilities. But the general business 
climate in West Bengal remains as 
anxious and uncertain as ever. From 
time to time, the government of India 
reiterates its desire to give special 
attention to the needs of this state. 
But, regrettably, this assurance is not 
translated into concrete terms. Hardly 
a week passes w ithout the jute industry 
complaining of lack of regular supply 
of electricity, or wagons, or bank credit, 
or of other handicaps. Other tradi¬ 
tional and non-traditional industries 
also are faced with serious difficulties 
arising from the inadequate and in¬ 
efficient infrastructure facilities. Un¬ 
less therefore the problems of indust¬ 
rial reconstruction arc tackled ener¬ 
getically, speedily and in a co-ordina¬ 
ted manner, the Industrial Reconst¬ 
ruction Corporation, even with the 
best efforts, will hardly be able to make 
an impact on the state's economy. 
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Tea and Sympathy 
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Anything attempted or done to assist 
the economy of West Bengal today is 
to be welcomed. That state is not only 
crying out for help but needs help bad¬ 
ly. Jt is just as well, therefore, that the 
problems of at least the main industries 
of We*t Bcngel have begun to receive 
keen notice. Early last month, the 
Reserve Bank of India held two meet¬ 
ings, one dealing with the financial 
problems of the jute industry and an¬ 
other concerning the financial problems 
of the tea industry — with all the inte¬ 
rests concerned in either case. The 
Reserve Bank will do well to repeat 
this exercise in respect of every in- 
dustrv. if only to better understand and 
appreciate the pe' iar credit needs 
of each industry and the several snags 
involved in actually securing credit 
from financial institutions. 

With so many financial institu¬ 
tions catering to short, medium 
and long-term credit needs of 
industry now. at least on the score 
of credit availability the permissi¬ 
ble presumption is that there can be 
nothing to complain about. But. to 
judge from the discussions at the two 
meetings referred to above, this is 
certainly not the case. With more 
financial institutions in the field, there 
would appear to be not only more 
complications but also inadequate 
availability of credit, whatever the 
reasons therefor and however justified 
some of them may be. This is but an 
indication of the extreme complexity 
of the problem. 

Term Credit 

It is to be hoped that, at least 
in regard to term credit for de¬ 
velopment of the tea industry, the 
working group proposed to be set up 
in pursuance of a suggestion made in 
the course of the Calcutta discussions 
(that the flow of term credit for deve¬ 
lopment of the industry should be aug¬ 
mented through the participation of 
various lending institutions providing 
term finance) “to study all aspects of 
the question in depth" would find right 
and realistic answers. The acceptance 
of the suggestion ipso facto presupposes 
that there is need to augment the flow 
of term credit for development of the 
tea industry and also that this is best 
ensured by the joint and co-ordinated 
efforts of all the financial institutions 
concerned. 

The terms of reference of this work¬ 


ing group, which will consist of repres¬ 
entatives of the Tea Board, the Agricul¬ 
tural Refinance Corporation (ARC), 
the Industrial Development Bank of 
India (IDBI), state financial corpora¬ 
tions of West Bmgal, Assam and Ke¬ 
rala, Assam Co-operative Apex Bank. 
Ltd, commercial banks and tea planta¬ 
tion industry from both the north-east 
and the southern regions, and which 
will he headed by a senior banker in 
the eastern sector, arc as follows: 

1. To review the existing institu¬ 
tional arrangements for financing 
the medium and long-term credit re¬ 
quirements of tea plantations, as 
well as policy and procedures govern¬ 
ing the same: 

2. to enquire into the scope for 
and to determine the ways and 
means, terms and conditions and the 
purposes for which the various exist¬ 
ing financial institutions could parti¬ 
cipate in term loans to tea planta¬ 
tions; and 

3. to indicate the institutional 
agency through which the joint lend¬ 
ing to the industry is to be channel¬ 
led, if such joint lending is considered 
desirable and feasible. 

Inhibiting Factors 

Whatever may be the findings of 
the study group and the outcome there¬ 
of, the Calcutta discussions provided 
a welcome opportunity to representa¬ 
tives of different tea interests, commer¬ 
cial banks and the ARC , as well as 
the Reserve Bank officials, to under- 
s* first-hand the precise nature of 
the factors inhibiting the development 
of a vital export industry like the tea 
industry. The occasion also must have 
served to dispel quite a few misappre¬ 
hensions on the part of the industry, 
especially about the ARC. 

Some of the highlights of the dis¬ 
cussions, based on authoritative so¬ 
urces of information, may now be 
noted. Let us take first the problems 
of the tea industry as put forward by 
different representatives. 

According to the industry, the basic 
problem is one of “inadequacy of the 
quantum of crop loan arising from 
certain outmoded nOrifts adopted by 
banks for determining the scale of 
finance”. What banks usually do, 


according to tea interests* is fo deter¬ 
mine credit limits for tea estates every 
year on the basis of the average pro¬ 
duction and the prices fetched during, 
the three preceding years, but there is 
no uniformity among banks in regard 
to fixation of annual credit limits thus. 
The industry's complaint is that this 
system does not fully take into con¬ 
sideration the more recent increases in 
production and sale price rates and 
also the sharp rise in costs. The in¬ 
dustry further feels that, when one 
or more years of the three-year (base) 
period arc characterised by lean pro¬ 
duction. the limit is adversely affected. 

Because of the inadequacy of bank 
finance (which was due to arbitrary 
cuts in limits made by banks supposed¬ 
ly under instructions from the Reserve 
Bank), the spokesmen of the industry 
argue, several estates are forced to bor¬ 
row from non-banking sources at un¬ 
economic rates of interest and to resort 
to unhealthy practices—e.g., coarse* 
plucking, neglect of quality considera¬ 
tions, etc. for financing the credit gap. 

Tea Interests' Charge 

Tea interests were also critical of the 
unduly high margin of 50 per cent 
(taking both block and crop assets) 
against working capital finance re¬ 
quired to be maintained by tea com¬ 
panies and the denial to some tea com¬ 
panies of the concessional rate of inte¬ 
rest on the packing credit on the ground 
that their production (entire or a major 
portion) is manufactured for export 
through indirect channels. Hence 
their suggestion that the industry 
should be accorded priority in regard 
to credit allocation. 

Another difficulty of the industry, 
it was noted, related to denial of exist¬ 
ing financial arrangements to new 
managements whena tea estate changed 
hands. When gardens changed hands, 
tea interests pointed out, existing ban¬ 
kers were unwilling to finance the new 
owners, while other bankers were re¬ 
luctant to come in because of the re¬ 
sources constraint. 

Among others, ones section pleaded 
for uniformity in lending practices 
and procedures among the public 
sector banks, especially in regard to 
the valuation of* tea, sanctioning of 
limits, margin requirements and the 
rate of interest, while another* wanted 
expedition in completing the mid¬ 
season review. There was also criticism 
of the levy of a turnover commis¬ 
sion of one per cent on the gross sale 
proceeds being levied by some banks. 

It is noteworthy that the Chaitnlan. 
of the Tea Board who was present, 
it is said, also generally endorsed these 1 
demands — adequate scale eff fipattee* 



Insurance may pay for breakages'. But damaged 
ooda are unredeemable and profits are lost, 
urface shipments seem cheap on the surface 
only. Heavy handling Increases the risk of breakage 
and butlda up insurance costs. Heavy crating to 
Offset breakages increases freight charges. Transit 
time by ship lengthens delivery. Customers fret, 
profits dwindle. 

Better send cargo by air. Packaging can be 
tighter because handling is gentle, loading Is 
careful, goods go straight Into the hold, Insurance 
cost Is incredibly low In comparison because 


chances of breakage are negligible, it’s a faster, 
cleaner, trouble-free operation. And profitable, too. 

If you can’t make a complete switch to air exporting 
start now with BOAC’s Air/Sea Mix Plan. Send tha 
bulk by sea but use air as often as possible and 
always m emergencies by building an allowance 
into your costing system. This extra cost is offset 
by spreading it over every unit you send out. 

Consult BOAC or your Cargo Agent. They’ll tell 
you how to benefit. Don’t let profit be lost by extra 
insurance cost. 








290 


EASTERN ECONOMIST 


August 


13,19*1 


phased repayment of thc'annual defi¬ 
cit irt the working capital in the event 
of loss of production due to natural 
calamities and continuance of bank 
credit to gardens that have changed 
hands. 

Banks, it seems, were convinced that 
the present system of financing of the 
tea gardens had stood the test of time 
and so it did not call for any change. 
But, although they did not say so in 
so many words, they accepted that 
at least in some deserving cases, tea 
estates did not have adequate finance, 
which explains their offer to consider, 
on the merits of individual cases, 
financing (inclusive of the payment of 
excise duty) up to 75 per cent of the 
sale proceeds of the annual crop. One 
leading public sector bank also agreed 
to consider sympathetically, again on 
merits of individual cases, the question 
of the liquidation of the annual deficit 
in lean years in a phased manner over 
a period of two to three years. 

A Tacit Admission 

As regards continuance of credit by 
the same bank to new managements of 
tea gardens, the explanation of banks 
was that refusal in some stray cases 
might have been prompted by the 
need to conserve resources and extend 
additional finance to other needy gar¬ 
dens. In other words, there was tacit 
admission that at least some tea gar¬ 
dens that changed hands were actually 
kit adversely as alleged by tea inte¬ 
rests. A friendly suggestion, again by 
a leading public sector bank, was that 
the prospective buyer would do well to 
obtain prior clearances of the existing 
banker for continuance of credit facili¬ 
ties before finalising sale transactions. 

~ Bankers seem lately to be vying with 
bureaucrats, in that they arc not appa¬ 
rently prepared to own any shortcom¬ 
ings on their part, or in respect of their 
system of working, or, for that matter, 
in being more eager to find a way why 
some accommodation or relaxation in 
terms cannot be made (the Reserve 
Bank is there to transfer all the blame 
when it suits them) than to suggest 
how such could be made possible. 
They also seem to vie with certain 
extremist elements in power in de¬ 
nouncing the industry wholesale, as 
witness this catalogue of problems 
that were said to confront bankers in 
financing tea gardens: “inadequate 
cash generation by the estates, diver¬ 
sion of working capital and manage¬ 
ment of the funds, the growing inci¬ 
dence of unauthorised private sale of 
tea at upcountry centres and the failure 
of tea estates to give a complete picture 
of their financial position at the time of 
the annual review of their credit limits'*. . 
It is not suggested. 4hat these lapses 
are not present, but as banks say they 


want to^study each case on merit, 
they should also speak of each case 
specifically, rather than generalise so 
broadly as they have done. 1$ it not 
easy to give any dog a bad name? 

Finally, the discussions served to 
dispel some wrong impressions, thanks 
to clarifications reportedly furnished 
by the spokesmen of the Reserve B ink 
and the ARC. In the first place, it 
was made clear, the Reserve Bank 
had not issued any specific instructions 
to banks to cut down credit limits 
to the tea industry. Probably, where 
irregularities in accounts in res¬ 
pect of any tea company had been 
pointed out by the Reserve Bank, such 
a cut might have been made, but it 
was not clear whether this was made 
after apprising the tea company con¬ 
cerned and advising it of the specific 
purpose of the cut in credit limits, as 
seems have been the original intention. 

Attention was also drawn to relaxa¬ 
tions recently made by the Reserve 
Bank in regard to commitment charge 
and estimation of credit requirements 
quarterly. Where the credit utilised 


does not fall below 95 per cent of 
the credit requirements indicated by 
borrowers, banks have been asked not 
to levy commitment charges; 

The Reserve Bank spokesmen were 
also appreciative of the fact that most 
of the tea industry’s difficulties were 
essentially problems of individual es¬ 
tates, but these arose out of the peculiar 
system of financing production and 
marketing of tea, a financing system 
that both banks and the tea industry 
have accepted, the latter though with 
some reservations. However, if after 
a case by case study of* the needs of 
every estate, agreed to be undertaken 
by banks, tea companies are enabled 
to secure adequate working capital, 
the Calcutta discussions could be said 
to have yielded some worthwhile re¬ 
sults. Equally reassuring was the Re¬ 
serve Bank spokesmen's endorsement 
of the suggestion that the existing 
financing bankers should continue 
when gardens change hands and the* 
indication that it should be feasible 4 
to extend packing credit facility to tea 
gardens whose production is really 
exported, even if indirectly. 


5| PER CENT 

WEST BENGAL LOAN, 1983 

Issue Price Rs. 100 
Opens on the 19th August, 1971 

The loan will be closed without notice as soon as total subs¬ 
criptions amount approximately to Rs. 14.25 crores and in any 
case not later then the close of business on the 25th August 1971. 

The proceeds of the loan will be utilised to finance develop¬ 
ment projects included in the State Plan for West Bengal. 

Applications' for the loan must be for Rs. 100 or for 
multiple of that sum. 

Subscriptions may be in the form of cash/cheque or securities 
of 4% West Bengal Loan, 1971. 

Application* will be received at — 

(a) The office! of the Reserve Bank of India, Bangalore, Bombay 
(Fort and BycuUa), Calcutta, Hyderabad, Kanpur, ^fadrai, Nagpnr, 
New Delhi and Patna ; 

(b) The Brandi of the State Bank of Bikaner, and Jaipur at Jaipur f 

(c) The Branch of the State Bank of India (Local Head Office) 
Ahmedabad: and 

(d) The Branches of the State Bank of India within the State of West, 
Bengal except in Calcutta. 

• Full partietddfF .ecru# fornw^i 

from any afthtaitftt** 'mihtim*# • -A 

... W.B.V, AP.R,)A0VT.No. $14? (12)11^/7! 


availabt* 
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ALL OF US 

MAY NOT REMEMBER 
the years of struggle, 
the sacrifice and dedication 
that led to Independence, 

24 years ago today. 

That spirit is still within us. 

Let us, in the same spirit, 
rededicate ourselves to the task of 
building a peaceful and 
prosperous future for our Nation, 



292 


EASTERN ECONOMIST 


August 13, 1971 



INTERNATIONAL and modern 


This is otir Kuala Lumpur branch at ?, J 3 tart 
Ampang, Kuala Lumpur. Completed in 1965. ifl; 
one of the most attractive modern buildings in 
Malaysia and features drive-in banks and every 
conceivable banking facility. In spite of being 
one of the most modern bank* also happen 


to be the oldest British Bank in the Far East 
( Est. 1853 ). and the Chartered Bank Organisa¬ 
tion operates in five continents with a network 
of offices in 31 territories. This puts us in e 
; strong position to look after alt your banking 
requirements throughout the Middle East and 
..‘'Soifth East Asia. 



The Cheered Bank 

incorporated with limited liability 

by RaYWCWARTER 1863. 

AMRITSAR. BOMBAY. CALCd|f^. ^AllCUT. COCHIN, DELHI, KANPUR, 
MADRAS,NEW DELHISAMBHAJl (VASCO DA GAMA) 




eastern economist 

FROM THE PRESS GALLERY 

Parliament's Supremacy Restored! 

OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Saturday. 

Amidst scenes reminiscent of the 
historic day when the Constitution 
was adopted 25 years ago, the Lok 
Sabha passed on Wednesday, August 
4, the Constitution (Twenty-fourth 
Amendment) Bill, which by em¬ 
powering Parliament to amend 
atty part of the Constitution, in¬ 
cluding the Chapter on Fundamental 
Rights, restores its supremacy alle¬ 
gedly eroded by the Supreme Court's 
verdicts in the bank nationalisation 
case last year and in the Golaknath 
case earlier. The bill, as reported in the 
last issue, will have to be given assent 
by the President when it is adopted by 
the Upper House and at least half the 
state legislatures; it does not leave any 
option to the President for declining 
assent. 

The voting pattern left no doubt that 
apart fsom a few members having 
rightist leanings, an overwhelming 
majority of the Lok Sabha members 
was in favour of its enactment. When 
it was put to vote, it secured 384 votes 
in favour and only 23 against. Thus, 
it fulfilled the two contitutional re¬ 
quirements that a constitution amend¬ 
ment bill has to receive not only abso¬ 
lute majority of the total members of 
the House but also two-thirds majority 
of those present and voting. 

Eroding Fundamental Rights 

The critics of the bill saw in it an 
attempt to stifle fundamental rights. 
They feared that besides leading to a 
confrontation between Parliament 
and the Supreme Court, it would hit 
the minorities veryjadversely. The Law 
Minister, Mr H.R. Gokhale, who pilot¬ 
ed the bill in the House, however, ex¬ 
plained in his reply that it was necessi¬ 
tated by the Supreme Court’s view in 
the judgment on the Golaknath case 
that Parliament was hot competent 
enough to amend the fundamental 
rights guaranteed in the Constitution. 
This, he stressed; had come in the way 
of the implementation of the directive 
principles of state policy which also 
are contained in the Constitution. He 
echoed the observation of the Prime 
Minister, Mrs Indira Gandhi, who in 
ah intervention in the debate earlier, 
had expressed the vlfcwthat the $upremc 
Court itself might like to : look into the 
Goj&knath judgment agjtfn in order to 
rpver&f it. / v ,, 

* jtfrs Gandhi in ^ inierventioh g)$o 


reaffirmed that her “government'scom¬ 
mitment to upholding in every possi¬ 
ble way the fundamental rights of our 
citizens remains absolute”. However 
“we cannot have a third chamber in 
the country,” she added. Mrs Gandhi 
clarified that even when the govern¬ 
ment proposed restrictions on property 
rights, it did not want to abolish the 
right as such but wanted “public pur¬ 
pose” to hold sway when these rights 
come into conflict with “public pur¬ 
pose”. The Prime Minister expressed 
her confidence that people would wel¬ 
come the bill as another milestone in 
the country’s annals, “marking a new 
stage in building a more egalitarian, a 
more humane and a more just society. 
It Is our duty to reflect their urges.” 
“By responding to the call for 
changes”, Mrs Gandhi further stated, 
“We shall strengthen the faith of our 
people in our democratic institutions 
and in the supremacy of this Parlia¬ 
ment which is an expression of their 
will and also in the sanctity of our 
Constitution”. 

Assurance to Minorities 

Assuring the minorities that the bill 
did not seek to do away with the pro¬ 
tection guaranteed to them under the 
Constitution. Mrs Gandhi observed: 
“Protection to minorities could be 
guaranteed only by Parliament. History 
is replete with examples of constitu¬ 
tions being overthrown. Therefore, a 
wider and deeper democracy, a wider 
and deeper commitment to secularism 
is a more durable guarantee of the 
rights of our minorities. The protec¬ 
tion of the minorities can be ensured 
when the majority itself is convinced 
that its well-being and progress is 
linked with the sense of security 
amongst the minority community.” 

Some of the colleagues of Mrs 
Gandhi the Minister for Steel and 
Mines, Mr Mohan Kumaraniangalam, 
the l.ato Minister, Mr H.R. Gokhale, 
and the Minister without. Portfolio, 
Mr S.S. Ray, made a frontal attack on 
the Supreme Court judges, for their 
pronouncements in the Golaknath case. 
The Prime Minister, however, kept her 
observations on the judgment in a low 
key. 

The opponents of the bill were in 
absolute minority and never had the 
Lok Sabha witnessed such a massive 
mandate in favour of a bill that touched 
the core of the written instrument of 
the Republic. A mere 25 members 


m 

voted in favour of the amendment of the 
Jana- Sangh leader, Mr A.B. Vajpayee, 
to refer the bill to the Supreme Court 
for opinion. The right opposition did 
not press for a division at all when 
another amendment to circulate the 
bill to elicit public opinion was taken 
up. The amendment of Mr Frank 
Anthony (Nominated)to exclude Arti* 
cles 26> 29 and 30 of the Constitution, 
which provided safeguards to the mino¬ 
rities, from the purview of the bill 
was also lost by 31 votes in favour 
and 362 against. One important 
amendment moved by Mr A.K. Gopa- 
lan and other Marxist members de¬ 
manding that the freedom of speech, 
expression, right to assemble, right to 
form associations or unions 'and right 
to personal liberty should be outside 
Parliament’s power was also rejected 
by the House. This amendment 
got 59 votes in favour, the maximum 
number that any amendment to the 
billi received. There were 326 votes 
aga nst this amendment. A similar 
amendment was withdrawn by the CPI 
leader, Mr Indrajit Gupta. 

Abortion Bill 

The Lok Sabha also passed with an 
overwhelming majority the Medical 
Termination of Pregnancy Bill, which 
permits abortion if a pregnancy in¬ 
volves risk of grave injury to a wo¬ 
man’s physical or menial health, re¬ 
gardless whether she is single, married 
or a widow; the bill has already been 
adopted by the Upper House. There 
were only two dissenting voices—those 
of the Kerala Congress and the Mus¬ 
lim League - who felt that the bill 
ended the sanctity of human life and 
would weaken the moral fibre of the 
nation. Justifying the measure, the 
Minister of State for Health, Mr D.P. 
Chattopadhyaya, pointed out that 40 
lakh women in the country went in 
for induced abortions every year, 
mostly at the hands of quacks, as the 
existing law did not permit termination 
of pregnancies on any liberal scale. 
The new legislation, he assured, was. 
not designed as a family planning mea¬ 
sure though it would have a marginal 
effect on the rate of population growth. 
The minister clarified that it was not 
made applicable to the Jammu and 
Kashmir state as an almost identical 
bill was on the anvil there. Member 
after member suggested during the de¬ 
bate on the bill that better medical 
facilities should be made available to 
the women going in for abortion. 

The Rajya Sabha this week returned 
the Finance Bill as adopted by the 
Lower House last week. The debate 
on the bill followed more or less the 
same pattern as the general discussion 
on the budget. In reply to the debate, 
the Finance Minister, Mr Y.B. Chavan, 



294 

also did not say anything new. Referr¬ 
ing to the widespread concern over the 
expansion of the prices spiral after the 
budget, he indicated that the govern¬ 
ment would impose physical controls, 
if necessary, over certain items to check 
the rise ill their prices. He, however, 
reiterated that organised consumer 
resistance had to supplement the go¬ 
vernmental effort. Mr Chavan felt that 
the increase in the prices of items on 
which tto new imposts had been levied 
was “irrational”, presumably forgett¬ 
ing the impact of deficit financing on 
the price level in general. 

As could be expected, the Finance 
Minister rejected the suggestion that 
development rebate should not be 
withdrawn. He pointed out that this 
rebate last year cost the exchequer Rs 
70 erores and the figure might go up 
to Rs 85 erores in 1973-74 when the 
concession would cease. If the rebate 
was extended, he opined, it would 
amount to “an incentive only for be¬ 
coming invalid.” With a view to en¬ 
couraging the industrialisation of back¬ 
ward regions, Mr Chavan indicated 
that some concessions were being con¬ 
sidered; the industry could take ad¬ 
vantage of these concessions. 

The problem of black money, the 
Finance Minister stated, was proposed 
to be tackled through amending the 
tax laws atid the Foreign Exchange Re¬ 
gulation Act and by means of stream¬ 
lining the tax collection machinery. 
He aid not agree that the removal of 
controls and the lessening of the inci¬ 
dence of taxation could solve the prob¬ 
lem. 

Shortage of Steel 

The Minister for Steel and Mines. 
Mr Mohan Kumaramangalam, in¬ 
formed the Rajya Sabha this week, re¬ 
plying to a four-hour special debate on 
the affairs of his ministry, that the 
country was in for a greater shortage 
of steel this year than in 1970-71. 
This was due to the recent mishap at 
Rourkcla. During this debate, members 
made several accusations against the 
Hindustan Steel management. They 
found fault with the running of 
the public sector steel plants as well 
as with the steel distribution policy. 
The agreements of HSL with the Soviet 
Union and an American engineering 
firm in respect of the securing of de¬ 
signing know-how too came in for 
sharp criticism, ft was alleged that the 
agreement with the USSR discrimina¬ 
ted between the facilities given to Soviet 
experts in India and the Indian ex¬ 
pects in the Soviet Union. 

^Defending the two agreements, the 
minister, however, pointed out that 
there was nothing derogatory in the 

f act with the USSR. Know-how was 
ring bought undef this arrangement 
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on the conditions on which it was avail¬ 
able. The agreement with the American 
engineering company, he stressed, 
related to the designing of. rotting 
mills and was only for alimited period. 
If the country was to become self- 
sufficient in the designing of steel roll¬ 
ing equipment, this know-how had to 
be secured from abroad. 

Some members criticised the govern¬ 
ment for attributing the unsatisfactory 
state of affairs in the steel plants to the 
deterioration in industrial relations 
in which workers’ share was said to 
be blown out of all proportions. But, 
the minister, apparently disagreeing 
with this criticism, appealed to trade 
unions not to take politics to the shop 
floor. Mr Kumaramangalam assured 
the House that all efforts were being 
made to improve the utilisation of 
capacity at the Bhilai, Durgapur and 
Rourkcla plants. The managerial 
standards were also being raised. 

Supplementary Demands 

As expected, the government brought 
before the Lok Sabha this week supple¬ 
mentary demands for grants totalling 
Rs 200 erores for meeting the expenses 
being incurred on the large influx of 
refugees from Bangla Desh. The de¬ 
mands were under two heads —■ grants- 
in-aid to states which are looking after 
refugees, Rs 120 erores, and expendi¬ 
ture on displaced persons on central 
account, Rs 80 erores. It was also indi¬ 
cated that a further set of demands for 
this purpose might be brought before 
the House later; the present demands 
relate to the estimated expenditure till 
December-end. 

The Minister of State for Finance, 
Mr K.R. Gancsh, who presented these 
demands to the House, pointed out 
that over seven million refugees had 
already crossed over to West Bengal, 
Assam, Meghalaya and Tripura and 
the influx was still continuing at the 
rate of about SO ,000 persons a day. He 
revealed that the assistance from fo¬ 
reign countries was estimated to go up 
to Rs 50 erores. The earlier provision 
in the budget — Rs 60 erores — had 
already been exhausted. 

The Minister for Rehabilitation, 
Mr R.K. Khadilkar. disclosed that the 
actual foreign assistance received for 
these refugees so far, in cash as well 
as in kind, had added up to only Rs 
8.4 erores. A significant fact about 
this assistance was that except the 
United Arab Republic, no other Arabj 
country had yet come forward to help, 
the Bangla Desh refugees. 

As a result of these supplementary 
demands and taking into consideration 
the external assistance for refugees, . 
the centre’s deficit for the current finals 
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dal year, unless some boss <# fresh taxi* 
tion is resorted to, Wifi go up to nearly 
Rs 40ft erores. , 

Tfieproclainatiojii bT President's rule 
in Punjab recently was approved by 
the Lok Sabha. The Minister of State 
for Home Affairs, Mr K.C. Pant; who 
piloted the resolution, assured the 
House that the charges of corruption 
against the Badal Ministry were being 
looked into. If a prima facie case was 
established, the CBI would be asked to 
investigate the charges. 

Other Information 

The following information was made 
available by various ministers during 
the question hour in the two Houses. 

(1) The government is considering a 
proposal to import 60,000 tyres to meet 
the immediate shortage of the commo¬ 
dity in the country. The production 
in three tyres manufacturing units —*, 
Premier. Ceat and Goodyear — has 
been effected by strikes. The manu¬ 
facturers therefore have themselves 
proposed to the government that some 
tyres should be imported. With a 
view to increasing the indigenous supply 
of tyres in the future an additional 
capacity of 1.3 million pieces has been 
recently licensed. Letters of intent for 
a further capacity of 3.7 million pieces 
of tyres and tubes have been issued. 

(2) The government is considering 
the proposal to set up seven trade cen¬ 
tres at Delhi, Hyderabad Ernakfulam, 
Bhopal, Calcutta, Gauhati and Bom¬ 
bay. These centres would collect and 
disseminate trade enquiries from within 
and abroad in addition to being promi¬ 
nent exhibitions. Sixteen such centres 
have been programmed for establish¬ 
ment during the Plan period. 

(3) Haryana with 100 per cent rural 

electrification leads the 17 other states 
in the spread of electricity network in 
rural areas. Tamil Nadu comes next 
with 80.7 per cent. Kerala ranks third 
with 76.3 per cent. The percentages 
in respect of the other states are: 
Punjab 51.4, Maharashtra 34, Mysore 
31.7, Himachal Pradesh 20.7, Andhra 
Pradesh 29.5, Gujarat 21, Uttar Pra¬ 
desh 18.4, Bihar 12, Jammu and Kash¬ 
mir 10.1, Rajasthan 9.6, Nagaland 9.3 
West Bengal 7.8,*Orissa 2.7 and: 
Assam 2.6, A total of 108,051 vil¬ 
lages had been electrified as on July 
31,1971 — 19 04, per cent of the total 
number of villages. f 

(4) The examination of the ways for 
amending the Companies Act to curb 

- monopoly hold on .the, newspaper in-.. 
dustry has almost reached tfaefinhl 
stage. The amendments in this 
would aim at achieving 
• ownership 1 of-ne 



EASTERN ECONOMIST 


295 



LONDON. 

I 

A WORLD-WIDE SEARCH 

Japan's economic development during 
the last decade has been spectacular. 
Such fast growth rates require a large 
volume of raw materials to produce and 
sustain the developing industries. 
Whence has Japan got them? With 
few natural resources, businessmen 
have been forced to cast a wide net for 
nearly all the commodities required. 
The continued prosperity of Japan 
depends, therefore, as much upon its 
success in importing raw materials as 
upon its own efforts. 

It is arguable that Japan, by switch¬ 
ing to new technologies, will increas¬ 
ingly reduce the amount of any given 
raw material which at present it needs 
1o import. ' Japanese innovation and 
enterprise are undoubtedly making 
efficient use of all inputs, capital and 
labour as well as raw materials, but the 
heavy reliance upon minerals such as 
iron ore, coal, non-ferrous metals and 
oil products from overseas suggests 
that, as the total output of industry 
increases, this process will at best only 
offset additional needs. 

Estimation of Japanese requirements 
for even the first half of the current 
decade must be subject to a wide range 
of error. A cutback in economic gro¬ 
wth would at once dfect any calcula¬ 
tions, but so too would a change in 
attitude of the developing nations to 
the supply of raw materials, aqd the 
balance of world supply and demand 
is important, because Japan is not the 
only country seeking resources from 
abroad. A sector' by sector Analysis 
reveals some of the problems faced by 
Japan and the answers found. 

Non-Ferrous Metals 

The non-ferrous group of metals 
includes several of major importance 
in industrial processes and in each case 
Japan is forced to seek sources abroad 
for most of its needs. Current figures 
show that Japan uses some 850,000 
nobs of copper per antium, only 120,000 
tops of which are produced domesti¬ 
cally. Japan is, therefarei already one 
of the largest buyers on the interna¬ 
tional market , aad domestic demand 
it expected-to rise to .1,4 jutftfcin , 
tbfls ■ by 1<i*eof 


expansion. Already Japan has sought 
major long-term contracts for large 
supplies of copper; Zambia, for ex¬ 
ample, is supplying 100,000 tons per 
annum in payment for a loan to the 
Anglo-American Corporation. Loan 
finance is also securing Canadian ore, 
while if Japan were not underwriting 
the project in New Guinea by guaran¬ 
teed prices, no ore would be thence 
forthcoming at all. 

For aluminium the picture is simi¬ 
lar, Japanese refineries are unable to 
produce more than 780,000 tons per 
annum, while domestic demand has 
grown sufficiently to have required im¬ 
ports of some 200,000 tons in 1970. 
An additional problem is that t he entire 
stock of crude ore needed to produce 
the refined aluminium is imported 
and therefore, once again, Japan is 
seeking contracts to ensure supplies 
of both crude ore and refined metal 
during the next decade. By 1974, Ja¬ 
panese co-operation should enable a 
company in Australia to produce 1.2 
million tons of aluminium per annum, 
most of which could be expected to 
find its way to Japan. 

In other non-ferrous metals the posi¬ 
tion is much the same. Japan imports, 
for example, 66 per cent of lead used, 
62 per cent of zinc and large amounts 
of tin and nickel. Recent moves to cur¬ 
tail lead pollutants in the atmosphere 
are expected to reduce the need for lead 
ore from overseas, but the position for 
nickel is more serious because of (a) 
the ban on the export of scrap nickel by 
the United States, and (b) the French 
decision to restrict the export of ore 
from New Caledonia, source of 90 per 
cent of Japan's nickel ores. The activi¬ 
ties of the Japan Rare Metal Com¬ 
pany founded in 1967 to obtain and 
stockpile rare metals, seem likely, 
therefore, to concentrate upon nickel. 

II 

IRON AND STEEL 

1 The iron and steel industries have 
been the crucial base for Japanese 
economic expansion since the war; 

S oduction of steel rose from 27.5 mil- 
»n tons in 1962 to $2 J 'million tons 
in 1969, with a fourfold rise in output 
daring the 1960s compered to only 40 
per cent in the USA.* ‘Japan is now en¬ 


visaging a further increase in the pro¬ 
duction of steel to some 160 million 
tons per annum by 1975, which would 
equal nearly one-half of the world’s 
steel output. Because Japan imports 
some 84 per cent of iron ore, 55 per 
cent of coking coal and 23 per cent 
of scrap iron, most of the inputs 
needed to achieve this output, some 
200 million tons of iron ore and 100 
million tons of coking coal, will have 
to come from abroad. 

Fantastic Figures 

These are fantastic figures and many 
observers doubt that Japan can obtain 
imports on such a scale. In the search 
for iron ore Japan has sought contracts 
with many nations; Australia is ex¬ 
pected to supply some 30 to 40 per cent 
of the ore needed hut such diverse 
sources of supply as India, Brazil, USA, 
Chile, Canada and Peru have also been 
approached. South Africa, already 
supplying two million tons per annum 
since 1966, is expected to increase this 
figure; in addition a company there has 
offered 142 million tons over the period 
1975-89. In New Zealand, recent nego¬ 
tiations have been designed to secure a 
major part of the output of the iron 
sands at Tahoroa, containing 300 mil¬ 
lion tons of concentrate. Despite this 
intensive search there is still a gap bet¬ 
ween supply and demand. It is known, 
however, that contracts for 132 million 
tons of iron ore have been made for 
the period up to 1973, with options for 
an extra 54 million tons. Contracts 
are still being negotiated and it there¬ 
fore seems that shortages of iron ore 
are unlikely to be the chief cause of 
any failure of Japanese plans 

Much of Japan's concern about the 
steel programme arises from the need 
for a suitable fuel. Japan does possess 
reserves of coal but these are neither 
ideally situated nor, more importantly, 
are they the coking coal needed for 
steel production. The annual increase 
in usage from 1961 to I968was 16 per 
cent and a similar rise in demand can 
be expected during the next decade. 
Already Japan has long-term contracts 
with the USA, South Africa, Cauda 
and Australia, which ensure a supply 
of coking coal at a price ranging from 
<13 to $18 per ton, compared to a re¬ 
cent spot price of <20 per ton.. Japan’s 
needs, however, some extra 100 million 
tons by 1975 and this, together with 
rising prices, has promoted schemes 
to reduce the input of coal per tonpf 
-steel produced, which it.is hoped wjli 
drastically reduce the need for coking 
coal in five years’ time. However, the * 
. search for new sources of coal conti¬ 
nues; schemes to import from. Rurin*. . 
and the USSR are being considered and 
finance for * new mine in the USA is 
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under discussion. Has India no coai 
to spare? 

Coal is also usejl as a source or fuel 
for other industries, and Japan is en¬ 
deavouring to diversify the fuel used, 
especially seeking supplies of natural 
gas. Suppplies of this fuel will un¬ 
doubtedly assist, Japan but, increa¬ 
singly, emphasis will fall upon oil to 
fulfil the fuel requirements of the 
Japanese private consumer as well as 
industry. 

It is expected that requirements of 
oil will quadruple by 1980, and that by 
1985 some 500 million kilolitres will be 
used for fuel and as inputs for other 
industries. Already by 1968-69 oil was 
the largest single import by value with 
879 million barrels of crude oil arriv¬ 
ing, nearly the entire domestic amount 
used, and Japan's usage in 1969 at an 
estimated 162 million metric tons ex¬ 
ceeded ail but that of the United States. 
As might be expected in these circums¬ 
tances a world-wide search for regular 
and assured supplies is on. The Japa¬ 
nese have not been content merely to 
buy and ship crude or refined oil but. 
as long ago as 1958, set up a company 
to prospect and drill for oil abroad. 
Recently, attempts to explore and lay 
claim to areas around Taiwan and 
South Korea have caused friction with 
these nations, because each claims the 
continental shelf surrounding the is¬ 
lands in the area. Trade deals to ex¬ 
ploit pil in Abu Dhabi, and, with the 
USSR, to provide funds and equipment 
to explore for and to mine oil in Siberia, 
have been followed by a consortium 
of Japanese businesses setting up a 
ioint venture for Alaskan oil exploita¬ 
tion. Despite these and other ventures 
in Iraq, Australia, Canada, Sabah, 
Burma and Venezuela, it appears un¬ 
likely that extra supplies will be easily 
or quickly obtained and Japan may find 
itself forced into paying higher prices 
for refined oil imports, which could 
alfect industrial costs significantly. 

Securing the Minerals 

Japan's search for raw materials 
cannot be easily separated from other 
aspects of its economic and political 
policy towards overseas states. That 
many of the required raw materials are 
in countries lacking the funds to de¬ 
velop them means that Japan must in¬ 
vest overseas to secure minerals and 
metals. The securing of raw materials 
has, therefore, become linked with over¬ 
seas investment, and, it should be noted, 
private companies have often led the 
government in this process; some two- 
thirds of net in financing in 1968 was 
from private sources. This process is 
facilitated by the 'trading companies’, 
which conduct a large part of foreign 
trade. These arrange both sales of 
expotts and purchases of imports and 


they can therefore arrange, over a wide 
field, an equalisation of exports and 
imports in a way in which individual 
companies, only buying or only selling 
abroad, would be uttble to do. 

However, projects often require long¬ 
term planning and large amounts of 
capital. Japan's industries have there¬ 
fore joined forces to form consortia to 
explore for, mine, and process materials, 
even, where necessary building refiner- 
ries and smelters outside Japan to en¬ 
sure supplies of the refined ore. Some¬ 
times direct loans are given to an over¬ 
seas country or company to develop 
ores in return for which Japan receives 
some or all of the product. An in¬ 
creasingly popular measure is the for¬ 
mation of international consortia to 
provide funds and technical assistance 
for tapping mineral resources; this is 
especially important in oil exploration. 

Ill 

SOUTH-EAST ASIA 

Japanese import of raw materials 
is thus worldwide, although Japan 
continues to draw some 27 per cent of 
imports, of which two-thirds are raw 
materials, from the USA. The cost of 
transport alore from the USA would 
ensuie that Japan’s first major impact 
overseas in the desparate search for raw 
materials would be on south-east Asia, 
and so it has proved, especially on 
Taiwan and South Korea, nearest of all 
to Japan, as well as being Japanese 
colonies up to 1945. Korea, for example, 
has received some 8500 million in aid 
from Japan, and with Japanese exports 
to Korea usually greater than Korean 
exports to Japan, a large part of in¬ 
vestment has been financed from the 
trade surplus; indeed, it recalls the 
pattern of British trade and overseas 
investment in the nineteenth century. 

Nearly every country in south-east 
Asia owes at least pait of its industrial 
sector to Japanese aid and technology; 
the copper industry of the Philippines, 
for example, has been developed with 
Japanese aid and finance, lepayments 
being made by shipment of copper con¬ 
centrates; Butina is seeking Japanese 
aid to exploit minerals, timber and to 
prospect for oil, while Japan is now 
west Malaysia’s major trading partner, 
taking a wide range of products in¬ 
cluding tin, rubber and tqnbet. In¬ 
donesia, too. receives Japanese assis¬ 
tance on a large scale, with credit' of 
•120. million pledged:in 1969. Japan 
hopes thereafter to’increase sharply 
supply of oil, timber ^rubber and bau¬ 
xite from Indonesia in the current de¬ 
cade. 

■ ■■■ '• V. - - 

In south-east As& Japanese influence 
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is so wide, has developod so quickly, 
and is on such a soak, that fears ha ve 
been expressed that a Japanese econo¬ 
mic takeover wilt succeed where 
- political domination ‘faded, : gaganese 
difficulties in reconciling tiade with both 
China and Taiwan may foreshadow 
further political problems in the 
region. 

Link with Australia 

An even clearer example 01 Japanese 
influence, because it is concentrated in 
one country, is Japan's link with Aust¬ 
ralia. The discovery in the 1950s of 
Australia’s mineral wealth came at a 
time when Japan’s traditional source, 
China, was no longer in the market, 
and Australia’s proximity ensured 
Japan’s interest in developing Austra¬ 
lian mineral wealth. Now Japan takes 
50 per cent of all Australian mineral 
exports, which constitute 30 per cent 
of Japar’s total iron ore import, *5P 
per cent of coking imports and more 
than one-half of bauxite imports. By 
1975 it is estimated that Japan’s deve¬ 
lopment will boost Australian mineral 
exports to about lA2,000 million per 
annum. In return, however, Japan nas 
invested, scatcely SA100 million. 80 per 
cent in mineial piojects, and it can 
be seen, the>efoie, that most of the 
purchases have been secured by cont¬ 
racts with organisations working within 
Australia, primarily American, British 
and Australian mining firms. It seems 
probable, however, that this mining 
activity by overseas companies in the 
last ten to fifteen years was based upon 
the willingness of Japan to purchase 
ores. At present Japan is Australia’s 
leading purchaser of raw, cotton, un¬ 
wrought copper, opals, manganese and 
iron ores, and second largest purchaser 
of steel, silver butlion, titanium, zir¬ 
conium, lead and zinc ores. The in¬ 
fluence of long term contracts on the 
trading relationship is becoming in¬ 
creasingly apparent and explains the 
rapid rise of coal and iron exports to 
Japan. Further long term projects 
already contracted include one for 146 
million tons of iron ore over fifteen 
years from the Mount Newman mines; 
in addition long-term contracts exist 
for non-ferrous metals and coking 
coals. * ■ • * 1 * ■ '■ 

Japanese purchases from other areas 
of the world have so far been leu im¬ 
portant as sources of raw materials; 
the middle east intecesta. Japan for oil 
supplies, and Japanese companies 
are active in the region.bet, despite 
interest in some countries inSouth 
America, notably Chile, Japan is leu 
watt represented to these •reap' than 
aw be expected,, and Useemslikely 
ther m its quest s aewsoums of 
nfitaMls Japan show greater sad 
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|preater interest in the middle east dur¬ 
ing the current decade. - 

Africa has traditionally had few 
links with /span, but during the second 
half of the 1960s Japan has begun a 
process similar to that already seen in 
south-east Asia. Again, investment is 
needed if mineral deposits are to be 
exploited,and Japan is showing increas¬ 
ing inteiest often in co-operation with 
other nations. In Nigeria, for 
example, Japan and France are negotia¬ 
ting foi uranium ores. Each is to take 
one»half of the output, though Japa¬ 
nese participation is only 30 per cent. 
Private companies are seeking oil in 
the United Arab Republic, copper in 
Morocco and iron ore in Guinea. A 
state enterprise is under discussion with 
authorities in Upper Volta concerning 
manganese ore at Tambao, and Ni¬ 
ppon Mining is participating with the 
government of Congo (Kinshasa) in 
exploiting copper. Early last ycai a 
large economic mission from Japan 
visited a wide range of states in Africa 
including Ethiopia, Ghana, Tanzania, 
Zambia and Senegal—a toui which 
demonstrated the importance attached 
to increasing trade links. In addition, 
South Africa is making determined 
attempts to sell more iron ore, coal, 
uranium and a number of other mi¬ 
nerals to Japan, so far without out¬ 
standing success. 

IV 

NO REWARDS WITHOUT RISKS 

The import of raw materials has, 
as can be seen, become a major pait 
of Japanese economic activity, under- 
f inning the economic growth of its 
domestic industries, but also provi¬ 
ding Japan with expanding export 
markets via overseas development, in¬ 
vestment 4&d aid. The long-term con¬ 
tracts, already in existence or being 
negotiated,. ensure, subject to politi¬ 
cal upheavals, a steady and often low 
cost supply of law material imports, 
The advantage of this policy is that it 
opens up possibilities of producing 
low cost goods for export. But there 
are also risks 


seeking a reduction of prices fixed at 
what are now seen to have been peak 
levels. Similarly, Japanese business¬ 
men drove hard bargains at the initial 
states of many long-term contracts 
but, as these become lenegotiable or 
fresh bargains for rew contracts are 
made, businessmen in other countries 
are beginning to push up prices; es¬ 
pecially is this true of Australia, where 
feeling has been growing that higher 
prices for minerals are needed if the 
country is to benefit fully. Other states 
arc beginning to seek to export pro¬ 
cessed or scmi-proccsscd raw materials 
rather thar crude ore, thus keeping for 
themselves some of the inteimediate 
profits arising from refining the ore. 

The greatest danger, however, appe¬ 
ars to lie in the rate and extent ot Ja¬ 
panese expansion planned for the pre¬ 
sent decade. Already many, if not all, 
of the minerals required have been se¬ 
cured and any faltering in the rate of 
expension of Gross National Pioduet, 
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industrial production and exports could 
severely strain the Japanese economy, 
especially the balance of payments. 

Japan appears to be reaching a stage 
where, like a mar riding a bicycle, 
she must proceed at a fast pace in 
order to keep her balance. Amidst 
the uncertainties of world trade there 
are always risks; hence Japan's ner¬ 
vousness over US protectionist moves. 
A return to world trade conditions of 
the 1930s, or even a slowing down in 
the rate of growth of world trade, 
would set up seveie external and 
internal stresses in Japan. 

Sources and acknowledgements 

The foregoing summarises an ex¬ 
clusive report in a recent issue of Bar¬ 
clays Bank Review (54 Lombard Street, 
London E.C. 3p, 3AH., UK), but the 
Bank is responsible neither for the 
emphasis of my summary nor for my 
comments, based on a variety of 
sources. 

Nightmare 


VIENNA. 

August ys the peak holiday month in 
Europe but there is little holiday mood 
on its stock exchanges, or in its banks 
as the continuing massive flow of funds 
and pessimistic public speeches in the 
United States persuade a nervous pub¬ 
lic that another monetary crisis may be 
on the way if, in fact, it is not already 
uncomfortably near at hand. 

Those expert money handlers, the 
Swiss apd the Germans, have taken 
precautions. The Swiss bankers’ asso¬ 
ciation and the Swiss national bank 
have agreed on a standby measure to 
neutralise the effects of it flood of 
‘‘bot money” should it odcur. The 
Svriss batiks will, if they receive massive 
funds in any foreign currency, deposit 
these funds at the central bank and pay 
no interest on them. This standby 
measure will come into force on August 


US dollar has risen to about six per 
cent premium over the official rate. 

The French, on the other hand, have 
continued to accept dollars at a rate of 
over 350 million a week, deposits which 
have so swollen the dollar reserves in 
Paris as to strengthen the suspicion 
that France will revert to traditional 
practices of demanding conversions at 
the US Treasury for gold. If this move 
is made it would further reduce US 
gold stocks and possibly lead to a 
formal embargo on gold sales. Private 
firms and individuals, sensing this 
possibility and seeking to escape from 
currencies into valuable metal, have 
been buying gold feverishly. Ameri¬ 
cans, to whom the ownership of gold is 
illegal, are buying silver; a few are 
taking a chance and buying gold also. 
The price of gold has reached its highest 
level in west Europe since early June 
1969. 


In patt t£e$e are political because, as 
the USA tad the United Kingdom 
among otbir natiemabave found, assets 
abroad aflpi not necessarily 100 per 
cent secure* although the withdrawal of 
a supplier: from a contract with Japan 
would alsft; depend upon whether an 
alternativepurchaser was availably . 

sJt.,' . > • . 

Howevefc the ^gradual revival .of 
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20 after all members of the Swiss 
banks’ association have signed the 
agreement. This precautionary mea¬ 
sure will, also, not be used before other 
powers available to the Swiss national 
bank to restrain capital inflows have 
been exhausted. 

The West Germans, who are fairly 
confidently expected to revalue the 
mark at some date convenient to them¬ 
selves, have, through tbeifbpntral bank. 


.'been unloading < 
the exchange mar 
■#nfehW«„awrajl 


itw ; . dollars in 
Pwaeks. Their 
mtMOQ million 
and the 
SNP&gainst the 


West Germany is also taking steps 
to prevent large German and multi¬ 
national firms there from adding to 
the inflow of “hot money,” particu¬ 
larly dollars. West German firms which 
borrow large amounts abroad are to 
be required to lodge part of that credit 
in an account with the central bank 
which, like the Swiss national bank, 
will pay no interest on this deposit. 
Many of the large German firms and 
international firms in West Germany 
which borrow at a lower interest tate' 
on the Eurodollar market than they 
would have to pay in West Germany, 
operate in such large sums that , they 
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onstitute semi-banks without having 

to submit to the restraints imposed on 
banking house*. The West German 
Finance Ministry estimates that about 
40 per cent of the foreign money flow¬ 
ing disruptively into West Germany 
is due to these large firms raising credit 
abroad without going through the 
West German commercial banks. 

While the West-German Finance 
Minister, Dr Schiller, hopes that the 
International Monetary Fund will 
amend its rules in September to permit 
currency fluctuations within two or 
three per cent of official exchange rates 
up or down instead of the present one 
per cent permitted at present, it seems 
almost certain that the Deutschmark 
will not, in any case, return to its old 
parity. The Common Market in Brus¬ 
sels, still unsettled by West Germany 
allowing its mark to float, would now 
be content if the mark only ceased to 
float, ft would no longer cavil if the 
mark exchange rate were fixed higher 
than when Bonn took an unpreceden¬ 
ted course in floating the mark a? the 
only way at that time to discourage 
‘‘hot money" inflows. 

Sick US Economy 

The sickness of the United States' 
economy, and hence of its dollar, lies 
at the root of the money movements 
and the varying means of parrying its 
effects. There is a tendency in Europe 
to be a little superior about this US 
misfortune. The French arc quite pre¬ 
pared to teach the USA a financial 
lesson; the British enjoy the benefits 
of hosting the Eurodollar market and 
cheerfully reflect that current US 
perplexities are more tangled than 
London itself experienced two years 
ago. The West Germans and the Swiss 
are anxious, but anxious on a fairly 
comfortable and solid basis. 

No one seems to care to consider 
how serious a blow to monetary credi¬ 
bility it would be if the dollar were 
finally forced to devalue. So much 
— the financing of NATO, the basis of 
the Eurodollar market and a large sec¬ 
tion of international trading — de¬ 
pend for stability on a healthy dollar. 
No one believes that, with a presiden¬ 
tial election due next year in the USA, 
the US Administration would consider 
a step so damaging to itself as a dollar 
devaluation; but the influences do not 
lie exclusively with Washington which 
could be compelled, if there is further 
deterioration in its labour situation, 
in its cost of living and its bank 
charges and, above all, if domestic 
inflation increases, to act protectively 
without too much regard for other 
money markets. 

The voices from America are contra¬ 
dictory. The Chairnfan of the Federal 
Reserve Board, Mr A. F. Bums, says 
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no progress is being made in fighting 
US inflation and the Chairman of the 
Congress Ways and Means Committee, 
Mr Wilbur D. Mills, calls for more go¬ 
vernment action to resolve the crisis of 
confidence over the US dollar. The US 
President reacts irritably and his Coun¬ 
cil of Economic Advisers claims that the 
economy is recovering from an illness 
that reached its peack 15 months ago. 
Since early 1970, it is claimed, both the 
rate of inflation and the consumer price 
index have grown more slowly and 
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show every sign of getting under control. 

Between the anxious and the optimis¬ 
tic in high circles in Washington the 
European scans the American and inter¬ 
national trade scene anxiously as he 
leaves for his not so carefree holiday. 
The most encouraging actions he can 
sec are the Swiss and the West-Ger- 
mans buttoning up their banks and he 
feels more reassured if he has bought 
himself a little more gold as a shield 
against possible financial gales when 
the autumn winds begin to blow. 


You may be one of 
those with skill but 
no money. You'd 

better come to us 
we will finance you 
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Trade Winds 


MANUFACTURE OF CYCLE RIMS 

With the objective of bridging the 
gap between the established ca¬ 
pacity and the likely demand by 1973- 
74. the government has desired to en¬ 
courage creation of additional capacity 
for the manufacture of bicycle rims. 
Applications on the prescribed form 
have been accordingly invited from 
prospective entrepreneurs for the grant 
of licences under the Industries (De¬ 
velopment and Regulation) Act, 1951, 
for the establishment of capacity for 
this item. All applications for grant 
of industrial licence in the prescribed 
form and manner should reach the Se¬ 
cretary, Ministry of Industrial Deve¬ 
lopment (CLP Section), New Delhi, 
before September 30, 1971. The 

applications should be self-contained, 
give details of the phased manufac¬ 
turing programme, full requirements 
of both imported and indigenous capital 
equipment, raw materials, details of 
foreign collaboration, if any, and be 
complete in all respects. 

ELECTRONICS INDUSTRY 

In view of the fast changes in tech¬ 
nology and shifting demand patterns, 
the Electronics Commission has taken 
up the task of updating the Bhabha 
Committee Report. This was stated 
by Mr M.G.K. Menon, Chairman Elec¬ 
tronics Commission, while participating 
in a seminar on “The Future of Elec¬ 
tronics in India". The commission, 
according to Mr Menon v hasbcen busy 
evolving priorities, procedures and pro¬ 
jections during the last six months to 
put the industry on such a footing that 
it could meet internal needs and also 
live up to the export expectations. 

It was pointed out by the spokes¬ 
men of the industry that while the de¬ 
mand for entertainment electronics, 
such as radio and television had been 
levelling off, in the professional Adds 
such as communications, automation, 
control systems and defence, the volu¬ 
me of production had not risen to 
meet domestic demand, resulting in 
continuous imports. The entertain¬ 
ment electronics industry had shown a 
growth rate of about 35 per cent a 
year while that in the professional 
field the rise was of the order of 10 
per cent per annum only. 

Mr Menon was of th? view that the 
electronics industry in the country 
Wad 


kept pace with the fast shifting tech¬ 
nology. The reason for this, accord¬ 
ing to him, was the lack of adequate 
information regarding the technolo¬ 
gical advances and research input in 
the industry. To overcome this si¬ 
tuation Mr Menon said that the Elec¬ 
tronics Commission would set up an 
“information bank" and encourage 
and co-ordinate research and develop- 
ment projects both in research insti¬ 
tutions and industry. About tapering 
off of growth rate in the electro¬ 
nics industry Mr Monon said, it 
would be wrong to place all the stakes 
in the entertainment gadgets. *‘The 
whole of digital electronics can be as 
large as the entertainment electro¬ 
nics," he added. 

UREA FROM NORWAY 

A decument embodying the plan of 
operations for the supply of 23,(XX) 
tonnes of urea by Norway to this 
counting was signed recently. The 
Norwegian Ambassador, His Excel¬ 
lency Haakon Nord, signed on behalf 
of his Government and Mr. J.C. 
Mathur, Additional Secretary, Ministry 
of Agriculture, on behalf of the go¬ 
vernment of India. According to the 
agreement signed on August 3, 1970, 
the Norwegian Agency for Interna¬ 
tional Development will provide a 
Norwegian grant of 35.9 million kroners 
1 kroner-95 paise) for the puichasc, 
insurance and transport of fertiliser to 
India. The agreement provided for 
signing plans of operations every year 
before August 1 for the subsequent 
calendar year. Twenty thousand tonnes 
ha\e already been supplied undei the 
agreement and the plan of operations 
signed now provides for the supply 
of 23,000 tonnes of urea to be shipped 
from Norway in two or thiee consign¬ 
ments between April and June 1972. 
The value of the 1972 condgmcnts 
will be about 1.38 million Jol- 
lais. The funds cor responding to the 
Indian rupee value of the fertiliser will 
be utilised for agricultural develop¬ 
ment programmes. 

INSECTICIDES ACT 

The union government has decided 
to bring into force all the provisions 
of the Insecticides Act, which was 
passed in 1968, with effect from August 
1,1971, to regulate their import, manu¬ 
facture, sale, transport, distribution 
and use to prevent risk to human 
beings and animals including Ash 


and fowl. This Act extends to the 
whole of India. A high level Ad¬ 
visory Board under the chairmanship 
of Director-Goncral, Health Services, 
has already been set up. 

OIL EXPLORATION 

Crude oil production by Oil India 
Ltd. in 1970 had exceeded the throe 
million tonne mark and the present 
production was at the rate of 3.1 mil¬ 
lion tonnes pci annum. Exploration 
activities were directed to probe the 
potential of the Kusijan structure. 
During 1970*74, the company proposed 
to spend Rs 665 lakhs, including Rs 
171 lakhs, in foreign exchange, on 
exploration. Drilling in the remote 
Manabum structure, in NEFA, acces¬ 
sible for only a limited period during 
the year, would be undertaken during 
this period. Developmental drilling in 
the company’s Wining leases, met with 
encouraging results. The oil pools dis¬ 
covered in Santi and Kathalguri will 
add about 250.000 tonnes of crude to 
the reserves. Development drilling in 
Moran was also proving rewarding. In 
view of the general demand in the 
country for LPG and the need to uti¬ 
lise available resources to the opti¬ 
mum, the company has thought of a 
scheme to extract LPG (liqueAed petro¬ 
leum gas) from the field gas. On the 
shareholders agreeing to the proposal 
to amend the memorandum of associa¬ 
tion of the company, ati application 
has been tiled with the Assam High 
Court. Mr Sarat Chandra Sinha, 
Chairman Oil India Ltd, told the share¬ 
holders recently that for the fourth 
year in succession. Oil India Ltd. had 
declared a 13 per cent dividend, net 
of all taxes. An interim dividend of Rs 
92.715223 per share was declared and 
paid during December 1970, and a final 
dividend of Rs 79.47020 will now be 
paid. Due to prompt and timely pay¬ 
ments of debts, the equity to loan ratio 
had come down from 1:2, at one stage 
in Oil India's final working to 1:1.1. 

LICENCE APPLICATIONS 

With a view to accelerating the disposal 
of applications for industrial licences, 
the government has analysed in detail 
the various stage* in the processing 
of an application and is taking ne¬ 
cessary steps to cut down the time ta¬ 
ken in each stage. In doing so, the 
government has observed that in ca¬ 
ses where applications are made for 
manufacture of more than one product 
and where examination of the appli¬ 
cation has to be made by different sec¬ 
tions in the same ministry or the DGTD 
more time is necessarily taken as the 
same application has to be passed on 
to different sections. Applicants have 
therefore, been advised to make, as 
far as possible, separate applications 
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for industrial licences in respect of in¬ 
dividual products, so that such appli¬ 
cations can be more speedily pro¬ 
cessed. However, there may be pro¬ 
ducts which may form an integral 
part of a particular proposal and may 
have to be considered together. In 
such cases where more than one pro¬ 
duct is involed, it has been requested that 
one additional copy (over and above 
the II copies required to be sent) for 
each additional product mentioned in 
the application may be sent to the Mi¬ 
nistry of Industrial Development. 

NEW BOARDS FOR AIRLINES 

Mr N.P. Sen has been appointed 
Chairman of the Indian Airlines. He 
is at present Principal of the Adminis¬ 
trative Stall' College at Hyderabad. 
Air Vice-Marshal S.A. Hussain of the 
Indian Air Force has been appointed 
General Manager of the Indian Air¬ 
lines in place of Mr K.T. Satarawala, 
who is taking his new assignment as 
Adviser to the Governor of Gujarat. 
The boards of the two airlines, In¬ 
dian Airlines and Air-India, have been 
reconstituted for a period of two 
years. Mr J.R.D. Tata will continue 
as Chairman of Air-Jndia The board 
of Air-India will comprise :Mr J.R.D. 
Tata. Chairman, Mr N.P. Sen, Air 
Marshal M S. Chaturvedi, Air Vice- 
Marshal S.A. Hussain, Mr Y.T. Shah. 
MrN. Khosla, Mr M.S Sundera, Mr 
K.N Mookhcrjeeand Mr Ravi J. Mu- 
tthai. The board of Indian Airlines 
will comprise Mr N.P. Sen, Chairman; 
Mr J.R.D. Tata, Air Marshal M S. 
Chaturvedi, Air Vice-Marshal S.A. 
Hussain, Mr V.T. Shah, Mr N 
Khosla, Mr M.S. Sundera, Mr K.N, 
Mookherjec, and Mr Ravi J. Matthai. 


INDIAN OIL CORPORATION 

Indian Oil Corporation has brought 
about a major change in its scheme 
to provide dealership to unemployed 
engineers and graduates. Under the 
original scheme, an uneducated unem¬ 
ployed youth has to find finance not 
only to buy land for the petrol pumpand 
the installations, but also funds to buy 
the products from IOC. This proved 
difficult, as many young men could 
not raise the resources. In future 
IOC proposes to buy the land and 
install the pump, storage facilities etc. 
The petrol station will he given on 
rent to the unemployed. This means 
that an unemployed engineer or gra¬ 
duate who gets a dealership "has 
only to find the money necessary to 
finance the purchase of petroleum pro¬ 
duct from IOC. So far only 20 per 
cent of IOC's new petrol stations were 
reserved for unemployed engineers or 
graduates. In future. 80 per cent of 
the stations would be given under the 


scheme. This would mean an' additi¬ 
onal expenditure of about Rs one crore 
a year for IOC', which it would have 
to incur on fixed capital expenditure 
on petrol stations. 

The Indian Oil Corporation now' 
supplies aviation fuel to 19 of the 21 
airlines operating through India. BOAC 
and TWA are the two exceptions, 
but the former is likely to give part 
of its business to IOC soon. The IOC 
will take over the import of lubricat¬ 
ing oils immediately. Though it in¬ 
volves only about a lakh tonnes 
of lubricating oils worth about Rs 
seven crores, the step is considered to 
be significant, particularly in view of 
the growing demand in the country 
for nationalisation of foreign oil com¬ 
panies. IOC proposes to invite glo¬ 
bal tenders to obtain the supplies at 
competitive prices. 

EXPLORATION BY O.N.G.C. 

The Oil and Natural Gas Commission 
is examining the technical feasibility 
of moving the platform, erected at 
Aliabet in the Gulf of Cambay, 8 km 
cast from its present location to drill 
a well there. This information was 
given at a meeting of the 
Consultative Committee of MPs for 
the Ministry of Petroleum & Chemi¬ 
cals. Also, the vessel that was being 
built for drilling in deeper waters 
of the West Coast of the country, the 
members were informed, was expect¬ 
ed to be delivered in Japan at the end 
of September. 1972. 

TARIFF VALLE OF SUGAR 

The tariif value for crystal sugar 
(produced by vacuum pan sugar fac¬ 
tories) has been revised from Rs 125 
per quintal to Rs 135 per quintal. This 
took effect from the midnight of Julv 
31-August I, 1971. 

COMMITTEE FOR BOILFR LAWS 

A proposal to set up a high power 
committee for a comprehensive review 
of the Boiler Laws of the country is 
under the active consideration of the 
government. This was stated by Mr 
B.B. Lai, Secretary, Ministry of In¬ 
dustrial Development. 

EDIBLE OILS SUPPLY 

The supply position of edible oils 
this year has been very comfortable so 
far and is expected to continue to be 
so in the coming lean months as well, 
in spite of a spurt in prices within the 
past week or two. As a result of a bumper 
crop of groundnut, mustard and other 
edible oilseeds in the currrent year, and 
expectations of an equally good crop 
in the next season as well, prices of edi- 
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blc oilseeds and oils have been steadily 
on the decline over the past several 
months. Prices of groundnut oil touch¬ 
ed Rs 3,900 per tonne in the last week 
of June, the lowest at this time of 
the year fti three years. 

ELECTRIC SUPPLY IN W. BENGAL 

The technicians and workers of Bin- 
del power station of the West Bengal 
State Electricity Board have gone on a 
lightning strike from Saturday, July 
31, 1971. The power station is the 
main generating centrt in the Calcutta 
area. This has caused considerable 
hardship to the community. Chi a 
request from the government of West 
Bengal the central goverment has issu¬ 
ed a notification d-ated August 3, 
1971, under sub-clausc (ix) of clause 
(a) of sub-section (I) or section 2 of 
the Essential Service Maintenance Act, 
declaring any service connected with 
the supply of electrical energy to the 
public in the state of West Bengal dr 
with the generation, storage or trans¬ 
mission of electrical energy for the pur¬ 
pose of such supply as an essential 
service and an order dated August 3, 
1971 under sub-section (J) of section 
3 of the Essential Services Maintenance 
Act, prohibiting any strikes in this 
essential service 
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Company Affairs 


GWALIOR RAYON 

The working results of the Gwalior 
Rayon Silk Manufacturing (Wvg.) Co. 
Ltd for the yeai ended March 31, 1971, 
showed sizable improvement both in 
sales and net profit despite the fact 
that production of staple fibre 
during the year under reference 
was greatly affected by the laboui 
trouble at Nagda. The sales for 1970-71 
at Rs 59.93 croies wore higher than 
that of the preceding year by as 
much as Rs 5.61 crorcs. The net pro¬ 
fit rose from Rs 3.61 crorcs in 1969-70 
to Rs 3.82 crores in 1970-71. The 
dividend on equity shares was maintain¬ 
ed at Rs 1.80 per share. 

The director shave estimated the pre¬ 
sent annual demand for staple fibre 
in the country at 120,000 tons which 
is likely f o rise by 20 per cent every 
year. Although the company is tiy- 
irg to attain maximum production with 
the present installed capacity, no sub¬ 
stantial increase is possible without 
instating additional capacity. Three 
yeats back the company had applied 
foi an industrial licence for the pro¬ 
duction ot 36.500 tonnes of staple 
fibre per annum at Harihar (Mysore 
state). No decision has so far been 
taken by the government in this rcgaid. 
The diiectors are of the view that a rea¬ 
listic policy in the matter of augment¬ 
ing the indigenous staple fibre produc¬ 
tion by maximum utilisation of the exis¬ 
ting capacity and allowirg establish¬ 
ment of further capacity at the earliest 
possible is in the interest of the 
country. 

A lefeince has been made by the di¬ 
rectors to the inflationary trend in the 
country which has pushed up the pri¬ 
ces of raw' materials, labour costs and 
overheads. In view of the continuous 
rise in the cost of production and the 
paucity of such raw materials as pulp- 
wood and caustic soda, it is difficult 
to foresee the prospects for the current 
year's working. 

The company has played an important 
role in saving valuable foreign, exchange 
for the country. By producing rayon 
grade pulp and staple fibre, it has saved 
considerable amount of foreign ex¬ 
change by reducing the imports of 
'pulp and cotton (staple fibre). In 
1970-71 alone, the total saving of fore¬ 
ign exchange on this count came to 
Rs 37.60 crorcs. Payment by way 


of excise duties and piovision for taxa¬ 
tion amounted to Rs 12 21 crorcs in 
the year under report. 

JIYAJEERAO COTTON 

The directors of Jiyajecrao Cotton 
Mills Ltd have proposed to maintain 
the dividend at 15 per cent for the year 
ended March 31, 1971. The company's 
sales have gone up from Rs 26 37 
crores to Rs 28 48 crores. Its gross 
profit is up from Rs 376 59 

lakhs, to Rs 433 44 lakhs. After 

providing Rs 118.37 lakhs for 

depreciation. Rs 27.61 lakhs for de¬ 
velopment rebate reserve and Rs 
159 90 lakhs for taxation, the net pro¬ 
fit is Rs 130.56 lakhs. Adding thereto 
Rs 5 69 lakhs being tax refund the total 
is Rs 136 25 lakhs and it has been trans¬ 
ferred to general reserve. The pro¬ 

posed dividend will claim Rs 69.54 
lakhs and is to be paid from general 
reserve. The working of the company's 
textile division has been satisfactory. 
Its chemical division at Porbandcr has 
maintained steady progress.- Output 
of soda ash has gone up by six per 
cent and caustic soda by 15 percent. 
With all sections of the plant now- 
working at full capacity the company 
hopes to achieve a still better output 
during the current year. Costs had con¬ 
tinued to increase all round and the 
company was thus obliged to increase 
the prices of products. The company's 
products enjoy a good reputation in 
the market. Deliveries are affected 
due to acute shortage of wagons. In 
spite of a pronounced shortage of soda 
ash in the country the government has 
turned down the company's applica¬ 
tion for expansion of its soda ash 
capacity from 500 tonnes to 800 tonnes 
per day. The matter is being pursued 
again. Unscasonal rains have affect¬ 
ed salt production. To meet the in¬ 
creased requirements of the chemicals 
plant at Porbander the company has 
acquired a new salt works at Vadinar 
in Jamnagar district. The directors 
have decided to take on Ic-ase a refrac¬ 
tory factory at Bhandaridah in Bihar 
for a period of 10 years with the option 
to extend it for a further period of 
two years. The company has made an 
application to the Monopolies Com¬ 
mission for clearances. 

STATE BANK OF INDIA 

At a meeting of the central board 
of directors of the Ststte Bank of India 
held in Hyderabad recently, it was 


decided that an interim dividend 
of Rs 10 per share (subject to deduction 
of tax) be paid for the year ending 
December 31, 1971 to the shareholders 
registered in the books of the Bank as 
on August 16, 1971. 

ARENA SUGARS 

Aruna Sugars Ltd started crushing 
for the cunent season on December 
15, 1970, and stopped on July 15, 1971. 
The company had an opening slock 
of LI 1.692 quintals of sugar oil Octo¬ 
ber I, 1970. The company had a record 
production of sugar in the year and the 
recovery has been good. The slock posi- 
ton of the company is still to sortie extent 
alarming. The stocks being 1,79,000 
quintals valued at Rs 2.4 crores. The 
releases in the last two months' af¬ 
ter decontiol have been on an average 
of 25,000 quintals of sugar per month. 
If the current rate of release is conti¬ 
nued it will take seven months to li¬ 
quidate the enniv stocks held by the 
company which means the company 
will be selling the present stocks up to 
Febiuai> 1972. In view of the quality 
sugar produced by the company there 
has been no difficulty to sell the sugar 
in the open market. The financial 
position of the company is still some¬ 
what tight and every effort is being 
made to clear as early as posible the 
arrears of sugarcane growers and also 
to reduce other borrowings. 

ZENITH STEEL PIPES 

Zenith Steel Pipes Ltd has shown 
good results for the year ended April, 
30, 1971. Sales ha\c gone up from Rs 
7.89 crorcs to Rs 8.06 crores and the 
net profit from Rs 43. 63 lakhs to Rs 
58.98 lakhs. The directors have ic- 
commended a higher equity dividend of 
RsJ .20 a share against Rc one a share 
in the previous year. The company's 
application for the manufacture of 
pipes of larger diameters, based on ex¬ 
port, has been rejected by the govern¬ 
ment on the plea of shoitagc of indi- 


THE AMALGAMATED ELECTRICITY 
COMPANY LTD. 

Registers of Members and Trans¬ 
fer Books of the Company will be 
closed from 6th September, 1971 
to 25th September, 1971, both days 
inclusive in connection with Divi¬ 
dend. 

By Order of the Board, 
For The Amalgamated 
Electricity Co. Ltd. 

KIRAN N. JAVERI 
Dy. Managing Director. 
Registered Office: 

17/8, Horniman Circle, 

Fort, Bombay-1. 

Date: 31st July, 1971. 
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genous steel. As the electric resistance 
welding process has been replaced by 
the high fieq :encv welding vnii. the 
company hopes to get a leduction in 
production costs and also an improxe- 
ynent in the quality of tubes. 

BAJAJ AUTO 

Bajaj Auto Ltd has recoided dur¬ 
ing the year ended March 31. 1^71 
substantial inctease in sales and cross 
profit. Its sales ha\e risen from Rs 
10.10 crores to Rs 12.57 crores and 
the gross profit from Rs 1.03 crores 
to Rs 2.32 crores. The directors have 
proposed a higher equity distribution 
of Rs 12 a share on a larger capital 
resulting from the one for two bonus 
issue made during the year against 
Rs 15 a share for 1969-70. Out of 
the gross profit, depreciation accounts 
for Rs 46.26 lakhs, taxation for Rs 
1.13 lakhs and development rebate re¬ 
serve for Rs 6 40 lakhs. After adjust- 
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merits, the entire disposable surplus 
of Rs 67.58 lakhs has been transferred 
to the general reserve out of which 
the proposed dividend amounting to 
Rs 18.79 lakhs will he paid. 

KIRLOSKAR PNEUMATIC 

Kirloskar Pneumatic Co. Ltd has 
been permitted by the Controller of 
Capital Issues to issue 10,000—8.5 per 
cent debentures of Rs UK) each at 
pai with an option of the debenture 
holders to convert, after the expiry 
of three years but before four years, 
debentures to the extent of 51 per 
cent of debentuie value into equity 
shares of the company of Rs 10 each 
at a premium of Rs seven a share. The 
balance 49 per cent will not be conver¬ 
tible. This together with those de¬ 
bentures which are not converted 
during the stipulated time will be re¬ 
deemed at par after 10 years but be¬ 
fore expiry of 12 years. 
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CEAT’S RECORD EXPORTS 

The Ceat Tyre company’s exports dur¬ 
ing 1970 were worth Rs 83,78 lakhs, an 
increase of 48 per cent over that of 
1969. It is a good performance con¬ 
sidering the fact that there was a plant 
shutdown due to a strike for four 
months. Export commitment of the 
company this year was heavier and 
these exports are earmarked for the 
UAR, Burma, Yugoslavia, the UK„ 
Sudan, Iraq and Russia. Ceat is 
the second largest exporter of tyre and 
tubes in the country. 

UNIT PRICES 

The special sale price of Rs 10.60 
of units of the Unit Trust of India 
will remain valid for a further 
period of a fortnight, till August J4, 
1971. The repurchase price, elfeo- 
ti\c from Monday, August 2, has been 
fixed at Rs 10 20 per unit and will 
remain valid till August 14, 1971. 
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51 PER CENT MAHARASHTRA STATE 
DEVELOPMENT LOAN 1983 

ISSUE PRICE RS. 100.00 FOR EVERY RS. 100.00 
OPEN ON THURSDAY, THE 19TH AUGUST 1971. 

The loan will be closed as soon as the total amount of Rs.18 crores has been subscribed 
and in any case not later than the close of business on the 25th August 1971. 

The applications for the loan will be received at: 

(a) the offices of the Reserve Bank of India, Bangalore, Bombay (Fort and Bycnlla), 
Calcutta, Hyderabad, Kanpur, Madras, Nagpur, New Delhi and Patna; 

(b) the branch of the State Bank of Bikaner and Jaipur at Jaipur: 

(c) the branch of the State Bank of India (Local Head Office) Ahmedabad; 

(d) the branches of the State Bank of Hyderabad conducting Government Treasury work 
within the State of Maharashtra; 

(e> the branches of the State Bank of India within the State of Maharashtra except at 
Bombay and Nagpur and at places covered by item (d). 

Full particulars can be obtained at any of the offices mentioned above. ' 

Dop/440/71 



AN EASTERN ECONOMIST SUPPLEMENT 



THE ‘IN’ IN OUR INDEPENDENCE 


V' BALASUBRAMANlAN 


On this twenty-fourth anniversary of our Independence, 
the nation must be observing the rituals of August 15 with 
[mixed feelings. The ‘In’ in our Independence has been 
enclosed within the brackets of our security pact with the 
USSR. Diplomats are supposed to be doing their duty 
when they^iie for their respective countries. When poli¬ 
ticians lie, they generally do so only for their own benefit. 
If anything is at all clear about the Indo-Soviet treaty signed 
this week it is that there is more to the motives and conduct 
of our government, and particularly the Prime Minister, 
than it or she is able to or willing to disclose to the people 
of this country. 

The Minister for External Aflairs, Mr Swaran Singh- 
being relatively simple-minded—stated in the Lok Sabha 
that our government had expectations that this deal with 
Moscow would serve as a deterrent to such of our neigh¬ 
bouring countries as might be planning to attack us or 
collaborate in the attack should one take place. He thereby 
confirmed part of the truth (but not the whole truth) about 
the treaty. Mr Swaran Singh’s explanation makes sense 
of a kind. Our country has become dangerously isolated 
as a result of years of New Delhi messing up its foreign 
relations by meddling inexpertly in world affairs. The 
nation has thereby been reduced to a shameful condition in 
which a bit of sabre-rattling in Islamabad, especially when 
accompanied by some hissing on the part of the dragon in 
Peking, is enough to make our government scurry for cover 
under the umbrella of the nearest or the most obviously 
available super-power. 

Right now, however, the generals in Islamabad seem to 
be demoralised enough to be panicked into going to war 
with this country, while it would be safer perhaps on our part 
to assume that Red China should be normally only too 
happy to do its worst by us whenever an occasion occurs. 
In the circumstances, our people in the light of Mr Swaran 
Singh’s elucidation, will have to reconcile themselves to the 
fact that our government, unsure of itself, if not of the 
- defence capabilities of the nation, has chosen not to take 
risks with the country’s physical security and, in its wisdom, 
has decided that its best course is to seek a special relation¬ 
ship with the dominant, resident military power on the 
Asian continent. 

But then the Prime Minister is not content to leave well 


alone. She wants the Indian people, if not the world, to 
believe that the great diplomatic achievement of her govern¬ 
ment in signing this treaty with Moscow is about the longest 
leap forward that there has been in the promotion of Asian 
peace, goodwill and understanding since Emperor Asoka 
sent out his missions of Buddhist bhikkus to the peoples 
and governments of south and south-east Asia. In a des¬ 
perate attempt to prize this treaty out of its current context 
or its inherent implications, she has stated that her govern¬ 
ment has been considering or discussing for some two years 
now the need for or the desirability of our country signing a 
pact of this kind with the Soviet Union. This statement 
on her part has raised more questions than it has 
answered. 

In the days of her more or less august father’s prime 
ministership of this country, it was firmly held that peace 
and goodwill among governments, even if not among their 
peoples, could be adequately promoted through a sufficiently 
numerous inter-change of visits among the presidents or 
prime ministers of various countries ending up in joint 
communiques swearing by the formula of Pouch SIteel or 
one of its variants. All evidence available to the public was 
pointing towards this faith continuing to dominate New 
Delhi even after Jawaharlal Nehru had passed away. Now 
we have been told that, along with processing the radicalisa- 
tion of her party or planning for a massive mandate in the 
mid-term election, Mrs Gandhi has also been quietly engaged 
in imparting a revolutionary turn to the philosophy of our 
foreign policy. How can we at all withhold from her our 
admiration of her intellectual or other resources or even 
sheer physical energy? 

All the same after having admired her properly, we will 
still have to ask anxiously on this twenty-fourth anniversary 
of our Independence whether, among the great dreams 
that India might have entertained on this day 25 years ago, 
far too many have been failing to come true. New 
Delhi might not have become yet Moscow’s Cuba or Cairo 
in south Asia, but who can deny the possibility that India 
may well discover soon enough that it has been condemned 
to play the part of the Dwarf to the Soviet Union’s Giant 
through this twenty-year treaty of “peace, friendship and 
co-operation”, allegedly between two equal partners of which 
one—and, we know as well as they who this one could be 
—4$ more equal than the other. 
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India’s Defence Policy 


A country's defence or, more compre¬ 
hensively, its national security policy 
must take into account all likely threats 
in the context of the overall world 
strategic environment. And since mo¬ 
dern weapons systems take years to 
deiign, develop and bring into service, 
rational projections must also be made 
into the forsceable futuie. Military 
power is not the exclusive, or even 
necessarily the most important, ingre¬ 
dient of national security which must 
also rest on a sound political, economic 
and sociological structure, and which 
cannot but be affected by both external 
and internal compulsions. All this 
makes very close co-ordination between 
foreign and domestic policies absolute¬ 
ly essential. 

Jawaharlal Nehru, the architect of 
independent India's foreign policy inclu¬ 
ding its defence aspect clearly considered 
that it must subserve the country's in¬ 
terests both economic and political. 
On many occasions he stated that eco¬ 
nomic policy would determine foreign 
policy. Mis foremost aim was to pur¬ 
sue rapid economic development in 
the nation’s battle against its inherited 
poverty. India, therefore, had to mini¬ 
mise military expenditure within the 
limitations imposed bv prudence. 

Reduction of Personnel 

At the time of the partition of the 
country strength of the Indian aimy 
was about 280,000 excluding the forces 
of the erstwhile piincely states. On 
November 17, 1950, Nehru directed the 
Defence Ministry to reduce defence 
expenditure and the si/e of the army. 
About 50,000 personnel were demobi¬ 
lised early in 1951. A fuithe reduction 
for 1951-52 which it was understood 
would have involved some 100.000 
persons was not implemented because 
of Pakistan's war propaganda and the 
absence of any corresponding reduction 
in its armed forces. As a result of integ¬ 
ration of state forces into the army, 
fresh enlistment, and the reintroduclion 
of some personnel who had been 
demobilised at the end of World War 
II, the strength of the army in 1953 
was between 325,000 and 350,000 and 
remained more or less static up to 
1956. In the same year Pakistan signed 
a mutual aid treaty with the USA 
and joined the CENTO and SEATO 
military pacts. 

Massive free US military aid includ¬ 
ing Patton tanks, f-86 aircraft, medium 
f »nd heavy artillery and modern in- 
V ' equipment began to flow into 
its quantum totalled two 
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billion dollcrs between 1954 and 1965. 
India, however, continued to take the 
calculated risk involved in maintain¬ 
ing its cherished political policy of 
non-alignment and economic policy 
of concentrating on development. Du¬ 
ring 1954 and 1955 defence was accord¬ 
ed a low prioiiiy and the limited role 
for India’s armed forces approved by 
the Defence Committee of the cabinet 
was: ‘To be prepaied to defend our¬ 
selves against a second class power", 
obviously Pakistan, And financial 
appropriations were severely restrict¬ 
ed for this modest aim. Furthermore 
a tendency developed to examine all 
proposals against the touchstone of 
what became an almost mythical, though 
completely unrealistic belief, that 
the strength of India’s post-world war 
army would be stabilised at 300,000. 
This attitude in a large measure con¬ 
tributed to our military equipment and 
outlook becoming obsolete. 

Expanded Commitments 

In early 1956 when the army’s co¬ 
mmitments wcie expanded to encom¬ 
pass the Naga rebellion, and the threat 
posed by Pakistan's modernised army 
became glaringly apparent, govern¬ 
ment permitted some inescapable re¬ 
organisation and the raising of a few 
new units. By November 1959 after 
three serious clashes on the Indo-Ti- 
bet border, the army's, responsibilities 
were greatly increased as it was then 
also directed ‘’to secure the Himalayan 
frontiers against hostile actions by 
China". To meet the new commit¬ 
ments, what had been described as a 
crash programme, but which in fact 
was a belated and some what half¬ 
hearted attempt, steps were taken to in¬ 
crease the combat and support arms 
and. to raise a new infantry division. 

Ail Ajmci ican writer Lome Kavic who 
has published a detailed study entitled 
"India's Quest for Security," cover¬ 
ing hci defence policies from 1947 to 
1965, pointed out that “Although a 
shortage of officers and equipment 
limited the expansion to one division 
at a time, the fact that only one was 
raised in the three years preceding 
the border war in October 1962, sug¬ 
gests that government was not serious¬ 
ly concerned with the prospect of wai 
with China”. Lt. Gen. B.M. Kaul 
apparently made a similar point at a 
press conference on April 3, 1967 
when he reportedly said, “The Army 
was never given any charter or direc¬ 
tive from the Civil Administration. 
The Aimy had never been asked to pre¬ 
pare itself against any threat from 


China. In fact our leaders and civi> 
servants and service officials did not 
have the impression that there was a 
possibility of war with China". 

Whilst there was no doubt about 
shortcomings in India’s military sphere 
and there were seme commanders 
and troops which failed in the battle to 
acquit themselves as # will as should 
have been posiblc (even under the 
adverse conditions with which they 
were confronted), the basic reason for 
India’s failure and Chinese success 
in the 1962 border war was that India’s 
military preparations including the 
strength and equipment of her forces 
were woefully inadequate to meet any 
serious attack from the superior forces 
that China had built up in the region 
over a long period. 

Increased Fire Power 

After 1962 all-out efforts were made 
to rapidly increase the.strength and 
fire power of our armed forces. In 
1964 a five-year defence plan was for¬ 
mulated involving an expenditure of 
Rs 5,000 crores, or an average of Rs 
1,000 crore per year. It envisaged the 
building up and maintenance of 
a well-equipped army of about 825,000 
men; maintaining a 45 squadron air 
force, including programmes for re¬ 
placing obsolete planes with modern 
aircraft together with improvement of 
air defence radar and communication 
facilities; phased programme for repla¬ 
cement of over-age ships of the navy; 
improvement of road communications 
in border areas; strengthening of 
the defence production base; and 
improved organisational arrangements 
in logistics. 

Not much headway had been made 
in implementing this plan when Pakis¬ 
tan attacked in 1965, first in Kutch and 
latci in Jammu and Kashmir across 
the cease-fire line as well as the 
international border. The strategy 
adopted by India, of not merely react¬ 
ing defensively in Jammu and Kashmir 
but to counter-attack in West Pakis¬ 
tan and yet refrain from attacking East 
Bengal, was enrfncntly sound. Al¬ 
though neither side achieved a deci¬ 
sive victory, Pakistan failed to achieve 
its objective of annexing Kashmir and 
the falsehood of West Pakistan's 
contention that India harboured 
aggressive intentions against them was 
clearly demonstrated to the people of 
East Bengal, and brought home to them 
the fact that West Pakistani leaders 
were using the Kashmir issue and the 
India bogey, to perpetuate their co¬ 
lonial exploitation of Bast Bengal, 
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Crane Company of USA, world’s leading 
manufacturers of flow control equipment, 
have licenced Audco India Limited to manu¬ 
facture cast and forged valves for practically 
every application. They include gate, globe 
' and check valves made in steel, alloy steels 
and stainless steel. Production of these valves 
to meet your requirements is in full swing. 




AUDCO INDIA LIMITED 

Administrative Office & Works: 

Mount Poonamallee Road, 

Manapakkam, Madras 16 

an*associate company of 

LARSEN & TOUBRO LIMITED 

P.O.BOX 279, BOMBAY 1. 
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THE FCI COMPLEX 
or how to get a complete 
range of services 
on fertilizers and chemicals 



At FCI saff-reliance is more than just a word. It's a Whole line of action. 
! That's how the multifunctional integrated Planning and Development 
Division (P6D)of FCI is equipped to render every help to the fertilizer and 
chemical industry from the blue-print to the final commissioning stage. 


How big Is FCI ? How much can It 
-undertake at a time7 Well, FCTs Pand D 
Division can set up two fertilizer plants 
a year, handle no fewer than eight major 
projects at e time, and provide detailed 
soil test reports through its mobile aoll 
lasting unit. 

Catalyst know-how. FCI—The Ferti¬ 
lizer Corporation of India LinitH, la One 


of the vary few organisations In the world 
to develop and produce without any 
foreign assistance a complete range of 
catalysts so vital to the fertilizer Industry. 


Consultancy sorvcios. FCI’s fuHflsdg* 
td consultancy services can be drawn 
upon for the solution of any problem at 
any stage of production regarding the 
fertiHzsr and chemical industry. 



self-rel lane# 
in fertlllror 
technology 


t*eVKI.NP4# 


THE FERTILIZER CORPORATION OP INDIA LIMITED 
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and this in turn contributed to the 
demand for substantial autonomy, 
which as a direct result of the brutal 
military repression has now given 
birth to the demand for independence 
and the light for freedom. 

Since 1965 the Indian armed forces 
have been requipped with modern weap¬ 
ons and their strength has also been in¬ 
creased. Pakistan too has made efforts 
to strengthen its froces. Although it 
now no longer receives free military 
aid from the USA, it has been granted 
considerable financial assistance ena¬ 
bling it to purchase at very conce- 
cessional rates large quantities of wea¬ 
pons and other military hard¬ 
ware including tanks and aircraft, 
spares and large numbers of armoured 
personnel carriers. It has also received 
considerable quantities of tanks air¬ 
craft and infantry weapons from China 
and has purchased modern Mirage air¬ 
craft and submarines from France. 
China’s forces in Tibet do not appear to 
have significantly increased in recent 
years. Whilst prospects of signi¬ 
ficant impiovcment in Sino-lJS re¬ 
lations have dramatically increased in 
recent weeks, the Si no-Russian rift 
remains as wide as ever. Both the 
governments of the USA and China 
show considerable interest in helping 
Pakistan suppress the liberation strug¬ 
gle of the people of Bangla Desb. 


independence day supplement 

Whilst the USSR initially would per¬ 
haps have liked to see the ‘‘status quo” 
retained on the Indian sub-continent, 
it is no more likely to support than 
oppose the freedom movement. 

Taking into account the overall 
situation India should have no diffi¬ 
culty nefeating any conventional atta- 
ack that Pakistan or China individual¬ 
ly might launch against this country. 
In the unlikely event of India’s two 
hostile neighbours combining to attack 
us, we would be faced with a criti¬ 
cal but not necessarily unsurmoun- 
table situation. Both in 1962 and 1965 
our forces deployed on the China and 
Pakistan fronts respectively had to meet 
the attack mainly on their own as In¬ 
dia could not afford to significantly 
denude the other front. A somewhat 
similar situation might again arise 
in the event of anothei Indo-Pak con¬ 
flict. 

However, if Pakistan's military junta, 
in a desperate attempt to extricate 
itself from the hopeless situation 
which confronts it in Bangla 
Desh, should decide to try and inter¬ 
nationalise the conflict by attacking 
this country, then India’s armed froces 
would be in a position not only to ensure 
the nation's security but also to severe¬ 
ly punish the aggressor. 

We have no doubt made seiious 


mistakes in the past, especially over 
our assessment of Chinese intentions. 
Whilst such mistakes must not be re¬ 
peated, no basic change in our na¬ 
tional security policy seems to be call¬ 
ed for except perhaps to keep open and 
develop our nuclear options. There 
ate many who maintain that since 
Tndia was confronted with two hostile 
neighbours she should have taken more 
effective measures to either drastically 
build up her own military power or 
else to come to terms with at least 
one of her neighbours and failing ci¬ 
ther of these, to win dependable allies. 
The hostility of our neighbours has not 
been of our own choosing. It is un¬ 
likely that we could have soebred at 
an acceptable cost a really dependable 
and powerful ally, and as long as one 
or more of the major powers was in¬ 
terested in building up Pakistan, as 
a counter balance to India or for 
other reasons of its own, our erabork- 
ing upon an all-out arms race would 
probably have been an exercise in fu¬ 
tility. In the long-run steadfast adhe¬ 
rence to out chosen policy of indepen¬ 
dence and maximum self reliance will 
in all probability prove not only ade¬ 
quate but also the most cost effective 
method of safeguarding India’s se¬ 
curity and national interests. 

(This article was written before the 
signing of the Indo-Soviet friendship 
pact.) 


Modern Weapons for Armed Forces 

VIDYA CHARAN SHUKLA 


India has intensified her efforts at 
self-reliance in defence by stepping up 
the tempo of production in sophis¬ 
ticated weaponry such as tanks, war¬ 
ships and supersonic aircraft to remain 
ever prepaied for meeting any even¬ 
tuality. The country has all eady achiev¬ 
ed a broad measure of self-reliance in 
traditional arms and ammunitions and 
has secured complete self-sufficiency in 
regard to small arms and ammunition. 

The defence production establish¬ 
ments arc already turning out modern 
Weapons like Vijayanta tanks, guns 
and mortar bombs for the Army; 
legates equipped with missiles and 
helicopters for the Navy and Mj(3 
intorccplors and Hindustan Jet fighters 
(HF-24), transport aircraft (HS-748) 
afid Alouette helicopters for the Air 
Jfprce. The indigenous content of 
tliese has gone up considerably and 
ia the not too distant future India 
will be completely self-reliant in this 
vital sector. 

. The country has now entered a new 
field of sophistication with the manu- 

of $ 


duction of this sophisticated weapon 
has been taken up by Bharat Dyna¬ 
mics Ltd which was recently set up 
at Hyderabad. 

The total production of the 30 or¬ 
dnance factories and eight public 
sector undertakings under the Minis¬ 
try of Defence is expected to cross 
the Rs 300 crore mark this year. 
The production in 1970-71 was ovci 
Rs 250 croics. 

Some new items of vision and sight 
instruments as well as optical instru¬ 
ments for a missile have been produced. 
The production of a new variety of 
ammunition items, like jumping mines 
and anti-submarine projectile have also 
been established. 

The production establishments have 
been receiving good support from 
the Defence Research & Development 
Organisation, in designing and deve¬ 
loping. tw\v and sophisticated wjtfi- 
pons. The defence research programme* 
has been considerably strengthened and 
expanded in the last 10 ycats and its 
tfUienditppfcbas risenfrom a meagnfe&s 


3.17 croics to Rs 22.17 crores, which 
is estimated to be spent during the cur¬ 
rent financial year. This expenditure 
is expected to rise further to Rs 46 cro¬ 
res by 1975-76. About 1,500 defence 
scientists and technicians are pre¬ 
sently engaged in over 1100 research 
and development projects in the 31 
R & D establishments. 

Alongside a concerted drive is on 
to locate indigenous substitutes for the 
vital defence items, which are being 
imported at present. The Depart¬ 
ment of Defence Supplies, which came 
into being after 1965 war, has so far 
located indigenous substitutes for about 
17,000 items used in various defence 
equipments. These items are now pro¬ 
duced in the country and have result¬ 
ed in saving a large amount of foreign 
exchange. The department has placed 
orders worth about Rs 72 crores on 
the indigenous suppliers lor import 
substitutes. 

A major explosives project has been 
completed while the new,project for 
manufacture of propellants and a 
Dallistites is making progress. The 
production at Ordnance Factor? 
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Ambajhaxi, which has not been 
ftjlhf commissioned, has already started 
with the manufacture of 8] mm mor¬ 
tar bomb. Modernisation of the old 
plants manufacturing Nitroglycerine 
and Nitrocellulose with new machinery 
based on efficient and safer processes 
is in hand. For the manufacture of 
nitric acid and TNT, new plants are 
being set up. A new light metal float 
bridge required by the Army, has been 
manufactured for the first time in the 
country. Capacity for the production 
of ammunition for certain specialised 
tanks and field guns has been establish¬ 
ed and machinery for assembly 
of brand mortar bombs and shell 
machining have been installed. De¬ 
velopment work on a field gun and 
carriage is now nearing completion. 

A modern vehicles factory responsible 
for the manufacture of 3-ton, 1-ton 
and patrol vehicles under one roof, 
is now under construction at Jabal¬ 
pur. This unit, having taken over the 
the existing manufacturing lines from 
other ordnance factories, is already in 
production. With the completion of 
the new factory the production of ve¬ 
hicles will be increased. A grey iron 
foundry, which will be a captive unit 
of this vehicle factory is now under 
construction. 

The production of the Vijayanla. 
tank is being stepped up progressively. 


The indigenous content of this tank is 
about 60 per cent in terms of value. 
The armour and guns of these tanks 
are mostly made in India. Efforts 
to further increase the indigenous con¬ 
tent are continuing and it is expected 
to go up to 85 per cent in the next two 
to three years. 

The Avadi factory has also diversi¬ 
fied its production and has establish¬ 
ed the manulactuie of armoured re¬ 
covery vehicles designed and develop¬ 
ed entiiely by Indian talent. It has 
built and successfully tried out a pro¬ 
totype of a propelled gun mounted on 
a Vijayanta chassis. 

Proposals are also under way for 
building a lighter series of vehicles 
like the armoured personnel carriers. 
When all these schemes are implemented 
the requirements of the Army for 
armoured vehicles would be met from 
within the country. 

The Hindustan Aeronautics Ltd is 
now manufacturing the jet ground 
attack fighter, HF-24; the supersonic 
interceptor, MiG 21; the jet fighter. 
Gnat; the jet trainer, HJT-16; Alouttc 
helicopters and the transport aircraft, 
HS-748. In every one of these there 
has been a marked progress. 

A separate factory for the manufac¬ 
ture of light aircraft and helicopters, 


some of which are already in produc¬ 
tion, is being set up at Bangalore. 
Collaboration agreement bas already 
been signed for the production of a 
a new helicopter, SA-315 

A modified version of MiG 21 air¬ 
craft, which will enhance its striking 
power, will be manufactured by the 
Mig division. The production of air¬ 
craft accessories and instruments which 
arc still being imported, is expected 
to begin towards the end of of 1972 
at the newly set up Lucknow division 
of the Hindustan Aeronautics. 

In the field of electonics a larger 
number of sophisticated equipment is 
already under production at the Bharat 
Electronics Ltd. A new factory to 
manufacture radar and microwave 
equipment is being set up at Gha- 
ziabad. The factory is expected to go 
into production in 1973. BEL will 
start manufacture of TV studio equip* 
ment and TV transmitting equipment* 
from next year. 

The manufacture of the Leander class 
frigate, the most modern warship of 
its kind, is proceeding apace at the 
Mazagon Dock, Bombay. The first 
frigate ‘NILGIRT will soon go out 
tor extensive sea trials. It is expected 
to join the Naval fleet next March. 
The second frigate is being fit ted out 
and the third is under construction. 




Quality-wise 


ALIND gives you the best! 


Conductor-grade aluminium rods 

ACSR (Aluminium Conductors Steel Reinforced) 

AAC (All Aluminium Conductors) 

Conductor accessories b tools 
High-tensile galvanised steel core wire 
Stay wire 
Earth-wire 

Insulated aluminium cables 

Solidal cables for underground power distribution 
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Wire drawing machines 
(For ferrous and non-ferrous items) 
Wire-stranding machines 
(Tubular b Planetary) 

Laying-up machines 

Telephone cable assembling machines 

Caterpillar Capstans 

Sector-shaping units 

8unching-mKhines 

Other ancillary equipment 


HV Switchgear 
Instrument transformers 


THE ALUMINIUM INDUSTRIES UNITED 

ffeffisteretf Qffict; Kundara (Kerala) 

Worts ot: Kundara a Hirakud a Hydarabad * Mannar 


9$otorn$*f5t 




- August 13, 1971 


INDEPENDENCE DAY SUPPLEMENT 


vu 



They have 
never known 
what it is like 
not to be hungry 


We do ears for them: 

Though hunger and ignorance 
have become part of thefr lives, 
It la our primary concern to 
secure them a real freedom eee 
freedom from poverty... 
Ignorance... disease 




BHEL—Tiruchy Is vitally Involved in this colossal 
effort to tradlcata their poverty and alleviate their 
sufferings, by creating power 

By supplying high pressure boilers to new gigantic 
power stations all over the country for producing 
thermal power for homes, hospitals and other 
rapidly growing Industries 

By supplying process steam boilers to more and 
more fertilizer and chemical plants for development 
of modern methods of agriculture 

BHEL—Tiruchy in association witii its other sister 
units at Hyderabad and Herdwar is helping to 
create new and more power to sustain the 
country s progress 


BHEL —pledges itself anew for cresting this vital 
power today for a prosperous tomorrow 


BHEL 

creating the power to prosper 

» 

BHARAT HEAVY ELECTRICALS LIMITED 

(A Government of India Undertaking* 

Unit: High Pressure Boiler Plant 
Tiruchirapatli 14 
Regd. Office: 

5, Parliament Street. New Delhi-1 


fM/ns 
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Orient*s Simplex and Duplex boards are ideal 
for both utility and elegant packaging. 

They are equally good for tough packaging 
that can take rough handling. 

Orient boards are economical too. They are crack resistant , 
sensitive to sharp colour reproduction 
•nd colour absorbance. No wonder Orient boards are used 
to pack so many products- 
from soap to cigarettes, cosmetics to confectionery, 
food products to medicines and so much more. 

Orient are the largest paper manufacturers in India. 
Their skilled personnel, modern 
machinery and rigid quality control guarantee 
the best paper and paper boards available 
anywhere in the country. 
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ORIENT PAPER MILLS LTD. 

Brairajnaaaf, Orl.it A A ml. I, M.P. 
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CASTABLES 

and 

CEMENTS 

For monoiithic 
linings — 
mouldoble into 
any shape A 
size — available 


welding brick* 
together. 
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The only melted 
alumina cement 
for bonding 
Refractories A 
prevention of 
corrosion, 
erosion and 
chemical attacka 


. BOHEB HOUSE 


CAvima 
HT 

REFRACTORIES 

Bottom Pouring 
Seta. Sleeves, 
Nozzles, Laddie 
linings Denser- 
true to size — 

No induslone — 

uninterrupted 

supplies. 
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Fire Bricks. Fite 
• •••%« Cements.Quallty 
matched to your 
high pressure 
high temperature 
boiler of any 
design end make. 
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These frigates will be fitted with mis* 
sile$ and helicopters for anti-aircraft 
and anti-submarine role. 

A project to manufacture special 
alloys and steels used in the production 
of many sophisticated deferce items 
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will be set up at Kanpur. 

Plan for the production of an advance 
strike aircraft to be used in the late 
70s or in the 80s is in hand. This 
would be the second generation of the 
supersonic aircraft HF-24. 

Defence production units are thus 


ix 

venturing into more sophisticated and 
modern fields of weaponry having 
achieved a considerable measure of 
self-reliance in regard to traditional 
items and thus contributing, in no 
small measure, to the country's defence 
preparedness. 


Industrial Growth : Problems and Perspectives 

S' S. KANORIA 


I ndustm a Lis atf on today is an essential 
complement of economic progress. It 
provides inputs to other sectors, creates 
goods in favour of which the increased 
consumer income shifts, is a lever to 
exports and is the main source of addi¬ 
tional employment. It is, therefore, 
expedient that the process of industria¬ 
lisation is speeded up to the extent 
possible. 

Balanced and sustained industrial 
development has therefore been a ma¬ 
jor objective of planning and econo¬ 
mic policy in our country. During 
the last two decades of planned de¬ 
velopment, industrial structure ex¬ 
panded and diversified in spite of inter¬ 
mittent periods of stagnation caused 
by shortages and recession. Highly 
sophisticated industries such as petro¬ 
chemicals, synthetics, electronics and 
machinery have been set up. In the 
last one decade alone production of 
about 600 to 700 new items has com¬ 
menced. 

It would seem that the conditions 
lor accelerated industrial growth in 
the coming years are not unfavourable. 
However, as the recent trends have 
shown, growth of industrial produc¬ 
tion in India has not risen to 8-9 per 
cent per annum as recorded in the early 
sixties. The index rose just by five per 
cent in 1970. Industrial growth has 
been subject to severe strains. Im¬ 
balances in many sectors arc unmistak¬ 
ably visible. * Under-utilisation of 
installed capacities and the slow rate of 
expansion are the two major problems 
facing industry today. 

SigQificaQt Fact 

It is significant that in about 40 
per cent of the industries capacity 
utilisation is less than 50 per cent. 
Shortfalls in productive investments in 
new plant facilities, transport, commu¬ 
nications and power development have 
aggravated ihc problem of idle capacity 
in those industries which depend upon 
the expansion of these sectors. The 
outlay on power declined from Rs 
403 crores in 1966-67 to Rs 367 
orores in 1969*70. The investment on 
transport development also came in 
for a cut. All tnese affected capacity 
Utilisation in a host of industries such 


as railway wagons, equipment for distri¬ 
bution of electricity, steam generating 
plants, boilers, prime movers, industrial 
machinery etc. 

Production also suffered in a number 
of industries due to the none-too- 
conducive labour situation which pre¬ 
vailed in many parts of the country. 
Nearly 27 million man-days were lost 
in 1970. The loss in production due to 
strikes and lockouts has been estimated 
at Rs J 50 crores a year. 

Raw Material Shortage 

Of all the major reasons which ac¬ 
counted for the shortfalls in capacity 
utilisation, the difficult supply position 
of basic raw materials like steel, has 
been the most formidable. The problem 
has aggravated because of the in¬ 
crease in demand for steel and also due 
to the fall in indigenous steel pro¬ 
duction. The average capacity utilisa¬ 
tion in all the steel mills declined from 
69 per cent in 1969-70 to 66 per cent 
in 1970-71. The total shortfall in pro¬ 
duction of the five i ntegrated steel plants, 
below rated capacity in 1970-71 was 
2.97 million tonnes in terms of ingot steel 
and 2.186 million tonnes in terms of 
saleable steel. Even if half of this loss 
in production i.e. one million tonnes is 
restored through effective utilisation 
of capacity the country would have di¬ 
rectly saved at least Rs 100 crores worth 
of foreign exchange, besides keeping 
the capacity of many steel-based in¬ 
dustries fully occupied. Evidently, 
the removal of impediments — orga¬ 
nisational, technical, or man-made *— 
which stand in the way of full utilisa¬ 
tion of capacity in the steel mills 
should receive the utmost priority and 
consideration of all concerned. 

One other reason for under-utilisa¬ 
tion of capacity has been the inade¬ 
quacy of infrastructure facilities, sup¬ 
ply of electricity continues to be criti¬ 
cal in many parts of the country. In 
Punjab power cuts to the extent of 40 
per cent w f erc imposed during the first 
half of 1970. The power supply posi¬ 
tion had been critical in many states 
such as Haryana, UP, Bihar and West 
Bengal. In respect of transport also, 
bottlenecks have re-emerged in many 
parts of the country. For a basic item 


like coal, factories located away from 
mining areas are facing shortage and 
rising prices, while coal is getting accu¬ 
mulated at pitheads due to difficulties 
in movement. The imperatives fn the 
field of infrastructure are, therefore, 
clear: the developments in these facili¬ 
ties should proceed ahead of the de¬ 
mand and accent should be placed on 
maximum and efficient utilisation of 
available facilities. 

The slow rate of expansion of capa¬ 
city against growing demand has been 
the other major problem which has 
produced an unsettling effect on supply 
and prices. Since 1968, demand has re¬ 
vived for a number of items, in many 
cases more than what can be produced 
with the help of existing capacities. 
Shortages have consequently emerged in 
a large number of industries. There has 
been no increase in installed capacity 
between 1969 and 1970 in as many as 
323 out of 444 industrial products in¬ 
cluding engineering and non-engineer¬ 
ing items for which capacity data are 
available. This is about 72.7 per cent 
of the total. Only in 61 cases there was 
any substantial addition to installed 
capacity. The government of India 
has identified some 123 industries in 
which capacity constraints have de¬ 
veloped. 

Undue Delay 

The undue delays in clearing applica¬ 
tions for industrial licences in many 
cases have slowed down the expansion 
in capacity. A large number of applica¬ 
tions for the manufacture of important 
basic chemicals like benzene and petro¬ 
chemical products are pending with the 
government. Out of 1600 and odd 
applications for industrial licences per¬ 
taining to all industries received during 
1969-70, as many as 500 were still 
pending at the beginning of 1971. 
Over 60 per cent of the applications for 
licences are not disposed of before six 
months of the receipt of the applica¬ 
tions. 

Although there was a substantial in¬ 
crease in the number of ‘letters of in¬ 
tent’ issued in 1970 and the first four 
months of 1971—429 in 1970and 321 
up to April 1971—establishment of ca¬ 
pacity out of these ‘letters of intent' 
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are subject to various other clearances 
such as imports, collaboration and 
clearances under the Monopolies Act. 
In many, if not all cases, important 
projects are required to be put before 
the Monopolies Commission and the 
procedures involved at this s tage have 
proved to be dilatory. The delay in 
granting licences has not only resulted 
in delay in starting production but also 
involved more foreign exchange cx- 
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penditure. 

It is, therefore, important that the 
procedures for issuing licences and 
subsequent clearances are simplified 
and streamlined with a view to reducing 
the time required for establishing new 
capacity. Clear guidelines have to be 
evolved for this purpose. 

1 have touched upon some of the 
immediate problems that induslr> has 
been facing due to shortages of essen¬ 
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tial inputs, infrastructure facilities and 
also constraints on expansion of capa¬ 
city arising from procedural and ad¬ 
ministrative factors. If these problems 
can be solved with expedition, it will be 
possible to place the whole process of 
development on a sound footing. In 
the next few years, the growth of indust¬ 
ry can even be stepped up to 15 per 
cent per annum. This is not merely 
an economic possibility but an urgent 
social necessity. 


How to Industrialise Faster 


Tut 1NDUSTR1LS play a wry important 
role in providing jobs for millions, 
eradicating poverty and raising the 
standard of Id mg of the masses. 
That is why all ovci the world great 
efforts arc made to accelerate industrial 
growth. In India while thcie is a need 
to have inriustria 1 growth of at least 
10 per cent pet annum we could 
not achieve even, the Plan target of 
seven per cent growth; in the first ele¬ 
ven months of 1970 industrial produc¬ 
tion rose by only ^.9 per cent 
Therefore, it is vciy necessary to con¬ 
sider sciiously how to industrialise 
faster to provide more job opportu¬ 
nities. 

There is a very good climate for 
industrialisation in India today; the 
industrialists are itching for establish¬ 
ing new units, expanding capacity of 
existing ones and impoivc ullisation 
of available capacity. This is very 
clear from the ever-increasing number 
of applications for industrial licences. 
What is required is that problems 
faced by industries with regard to 
shortage of inputs, finance, proce¬ 
dural delays etc. should be sorted 
out and solved speedily. 

Utilisation of Capacity 

In order to have faster industrial 
growth all efforts should be made to 
improve the utilisation of capacities 
of ex|sing units. There is acute shor¬ 
tage of a number of critical raw ma¬ 
terials such as steel, non-ferrous metals, 
caustic soda, soda ash, graphite elec¬ 
trodes. paper, cotton, nylon and polyes¬ 
ter fibre. These shortages should be 
removed not only thiough liberal 
imports but efforts should be made to 
work out more permanent solutions 
by creating additional capacities 
speedily through the granting of 
licences for quick-maturing projects 
and through liberal expansion of exist¬ 
ing units and starting mini-size plants 
in heavy industries. 

As new enterprises take more than 
three years to go imo production, the 
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time has arrived when we should think 
not in terms of the fourth five-year 
Plan but the fifth and the subsequent 
plans. The applications for industrial 
licences which are pending with the 
government should.be cleared liberally 
and speedily and the capacity or the 
size of a unit should not be a cons¬ 
traint in granting a licence. The indus¬ 
trial licences should be given speedily 
for those industries in which shortages 
have developed or arc likely to deve¬ 
lop soon. 

Eliminating Delays 

It is not enough that industiial li¬ 
censing policy should be libeial but all 
dc'ays should be eliminated by simpli¬ 
fying procedure, de-licensing some of 
the industries and raising the exemp¬ 
tion limit for industiial licence from 
Rs one eiore to a suitable higher figure, 
specially in view of the rising cost oj 
building, plant and machinery. 

One of the important requirements 
is that there should be a larger number 
of entreprencours of all sizes. In 
ojdei to encourage new entrepreneurs, 
social, economic and political forces 
should be harnessed so that a larger 
number of people become interested 
in starting new industries. 

As the scope for industrial growth 
is vast even if all the sectors grow to 
theit maximum capabilities, still a lot 
of potential will remain unexplojtcd. 
Theiefore, the*c should not be ary dis¬ 
pute between private and public sectors 
and/or small, meduim and large-scale 
sectors; they should be complemen¬ 
tary and supplementary. What is need¬ 
ed is harmonious growth. In these days 
of* shortages of credit and finance, and 
acute labour unrest, the large-scale in¬ 
dustrial sector in its own interest would 
like to buy more items from the small- 
scale sector if goods of approved spe¬ 
cifications were made available accord¬ 
ing to an agreed time schedule. 

In order that industrial production- 
might increase in existing units and 


more units arc encouraged to come up, 
it is necessary that there should be in¬ 
dustrial peace and harmonious manage¬ 
ment-labour iclations. Unfortunately 
in the last few years, labour unrest has 
very much increased. The number 
of man-days tost in strike and lock* 
outs at 19 millions in 1970 was more* 
than four times of 4.4 million man-days 
lost in 1961. In the case of some of the 
industries specially steel, shortage of 
production is largely because of labour 
problem. To improve the situation, 
it is essential that there should be a 
voluntary agreement between the labour 
and the mangement failing which there 
should be some legal compulsion 
to ensure industrial peace and harmo¬ 
nious labour-management relations. 
There should be at least live years’ in¬ 
dustrial truce so that all strikes, lock¬ 
outs and go-slow tactics can be avoid¬ 
ed and production and employment 
can be increased. On their patt, the in¬ 
dustrialists should see to it that all 
reasonable demands of labour are 
met. 

Backward Areas’ Development 

For equitable industrialisation of the 
country, it is necessary that special 
attention should be paid to the in¬ 
dustrialisation of the 173 backward 
districts of the country. One of the 
primary necessities for their develop¬ 
ment is that there should be techno- 
economic surveys of these areas so 
that the potentials of development be¬ 
come known. The central and state 
governments should pay special em¬ 
phasis on the development of infrast¬ 
ructure such as roads, railways, com¬ 
munications and educational facilities 
speedily and adequately. 

The existing incentives by way of 
transport subsidy, reduced rates of 
interest on borrowings and tax incen¬ 
tives have proved too meagre to acce¬ 
lerate the pace of industrialisation. 
Therefore, non-conventional methods 
should be considered. The larger in¬ 
dustrial houses should be encouraged 
to develop backward areas by granting 
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them industrial licences liberally and 
speedily without referring to the Mono¬ 
poly Commission for setting up indust¬ 
ries in these districts. Each, larger in¬ 
dustrial house should be allotted one 
or more districts, where it must take 
the lead for techno-economic surveys, 
the establishment of industrial units 
and/or encouraging growth of small 
and ancillary industries. These houses 
may provide social amenities not only 
to their workers but also to the popu¬ 
lation of the surrounding areas. 


An increased inflow of foreign tech¬ 
nical know-how through financial and 
technical collaboration can encourage 
the growth not only of the large-scale 
sector but also of medium and small 
sectors. Foreign collaborations should 
specially be encouraged for export 

g romotion. The countries of west 
urope, the USA and Japan are eager 
to import industrial products from 
India specially if we produce goods in 
collaboration with them and according 
to their specifications and stan¬ 
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dards. We should take full ad* 
vantage of this situation and should 
not await the development of our own 
technology. 

If the above suggestions are given a 
fair trial and delays of various nature 
in industrial licences, foreign collabora¬ 
tions, import licences, capital issues 
and financial arrangements are avoid¬ 
ed, there is no reason why industrial 
production should not grow at least at 
the rate of JO per cent per annum. 


Engineering Industry : Its Key Role 

V- P. PUNJ 


According to an official industry 
survey, the share of the engineering 
industries in the organised sector 
worked out to 30 per cent of 
the number of factories, 36 per 
cent of the productive capital, 31 
per cent of employment, 34 per cent 
of the value of output, and 31 per 
cent of the value added by manufac¬ 
ture. It will thus be seen that the en¬ 
gineering industry occupies a promi¬ 
nent place in the economic develop¬ 
ment of the country. But unfortunately 
this industiy is plagued by several 
difficulties and the most immediate 
and major one seems to be raw ma¬ 
terial shortage, especially steel. 

Steel is a basic input for all our en¬ 
gineering industries and without ade¬ 
quate supply of steel, our industry, 
nay, defence requirements and export 
performance, will be severely affected. 
It is estimated that the raw material 
shortages in just three industries — 
engineering, chemical and electronics 
— are responsible for reduced aggre¬ 
gate industrial production to the ex¬ 
tent of Rs 1,000 crores a year. 

Units in Doldrums 

It would be true to say that the en¬ 
gineering industry is in the doldrums 
almost entirely due to under-utilisa¬ 
tion of capacity. Many engineering 
firms arc working to about half their 
capacity mainly due to the short 
supply of such raw materials as 
steel. What is worse, the industry is 
not in a position to plan its future 
production. This has the effect of put¬ 
ting out of gear long-term as well 
as short-term planning in many fields 
such as production planning, manpower 
planning, capital assets planning and 
expansion programmes. If this state of 
scarcity, for that matter uncertainty, 
continues, the economy is bound to be 
jeopardised. 

The gap between the total demand 
and the indigenous production of steel 
is quite large. As against an aggregate 
capacity ofg.9 million tonnes of ingots 


in the five major steel plants and one 
million tonnes in a large number of 
electric furnaces - 9.9 million tonnes 
in all —- the actual production in 1970- 
71 could at best have been about 6.8 
million tonnes of ingots or about 5.1 
million tonnes of finished steel. On 
the other hand, the total demand was 
estimated at six million tonnes of finish¬ 
ed steel in 1970-71. The demand is 
expected to be 6.75 million tonnes in 
1971-72, 7.8 million tonnes in 1972- 

73 and 9.3 million tonnes in 1973-74. 

Unrealistic Assumption 

With the aggregate capacity in steel 
mills of 9.9 million tonnes of ingots, 
it would be unrealistic to accept the 
actual production of 9.7 million tonnes 
of ingots considering the current low 
percentage utilisation of installed capa¬ 
city in three major steel plants of Hin¬ 
dustan Steel Ltd (HSL), where the 
shortfall in production is reported to 
be as large as 2 3 million tonnes a 
year. 

The steering group set up by the 
Ministry of Steel, had also estimated 
the demand for finished steel for 1973- 

74 and 1978-79 at 7.32 million tonnes 
and 11.26 million tonnes respectively, 
whereas the production estimates for 
1973-74 is about 6.34 million tonnes. 
If the expansion programmes of Bhi¬ 
lai and IISCO and the construction of 
Bokaro Stage-1 proceed on schedule 
during the fourth Plan period, as much 
as 7.8 million tonnes of steel might 
be available in 1973-74. According to 
the NCAER estimate, the steel availa¬ 
bility in 1975-76 would be around 8.4 
million tonnes against the estimated 
demand of steel at 10.51 million tonnes. 
Thus, whichever way one looks at the 
demand and production position, a 
serious shortfall is anticipated. It is 
necessary to mention here that among 
the three steel plants of HSL the utili¬ 
sation of capacity in Rourkela and Dur- 
gapur plants has shown a declining 
trend while in Bhilai there was significant 
improvement at 77 per cent in 1970-71. 


The capacity utilisation ratio for Rour¬ 
kela fell from 64 per cent in 1968-69 
to 61 per cent in 1969-70 and further 
to 58 per cent in 1970-71. Jn the case 
of Durgapur the ratio fell more 
steeply from 51 percent in 1969-70 
to 39 per cent in 1970-71. Thus the 
average utilisation of capacity in the 
public sector steel plants last year was 
around 52-60 per cent as against 85 
per cent in 1966-67. 

The performance of T1SCO has been 
better in that the rate of utilisation 
of capacity was 85 per cent in 1970-71; 
this unfortunately was a fall from 100 
per cent in 1966-67. IISCO has been 
operating at 63 per cent capacity. 
While the improved performance of the 
private sector steel plants has raised 
the average rate of utilisation of capa¬ 
city of the steel plants to around 65 
per cent, the loss of production as a 
result of large unutilised capacities has 
been estimated at 2.1 million tonnes. 

Inevitable Delays 

It is conceded that it is not possible 
to attain 100 per cent utilisation of the 
installed capacity and there will al¬ 
ways be shortfalls in production due to 
technical and operational defects or 
delay iu the import of spare parts and 
components, transport bottlenecks, the 
delay in the delivery of essential raw 
materials to the plants, strikes and 
lockouts—factors which are beyond the 
control of the steel plants. It is in this 
context that efforts should be made to 
achieve optimum utilisation of the ins¬ 
talled capacity of the existing steel 
plants. It would be possible to achieve 
at least three million tonnes of steel 
on this account. There is need for un¬ 
dertaking expansion programmes ori¬ 
ginally envisaged by HSL for both 
Durgapur andRourkela and the further 
expansion of Bhilai from 2.5 million 
tonnes to 3 2 million tonnes. Unfor¬ 
tunately the production schedule of 
Bokaro is also getting delayed which 
again would luirl the supply position. 

During the last two years, steel pro- 
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duction has been affected by several 
factors. Normally, one or two of the 
factors mentioned in the earlier para¬ 
graph should affect production at the 
time but the Indian steel industry is 
plagued by a combination of all these 
factors. There is no doubt indust¬ 
rial strife has been a major factor in 
bringing down steel production to a 
new low last year which is a matter of 
great concern to all of us. What is 
really disturbing is the declining trend 
in steel output which has continued for 
the last four year. In Durgapur 

alone during the year 1969-70 

there were as many as 29 strikes result¬ 
ing in considerable loss of production. 
Out of a loss of Rs 20 crores or so last 
year in Durgapur, production worth 
something like Rs II crores had been 
lost entirely due to labour trouble. 
There is no alternative but to make 
adequate and timely steel imports 
whose cost will be much less than the 
loss in production of engineering in¬ 
dustries. Also, it will take at least six 
to eight years before the new steel 
plants go into production. Therefore, 
steel imports should be liberalised with 
a view to bridging the demand-produc¬ 
tion gap. 

The actual users of steel, especially, 
export-oriented units, which have to 
maintain export commitments need 
special assistance. This is only possible 


if deliveries are strictly adhered to. Ex¬ 
porters arc not able to enter into com¬ 
mitments for supply of equipment 
against large value contracts unless 
some sort of guarantee is available from 
the authorities about the availability 
of steel in the required quality and 
quantity with the delivery period stipu¬ 
lated in the contracts. It is, therefore, 
necessary that a suitable consultative 
machinery having representatives from 
different associations is established so 
that exporters are able to discuss across 
the table with the plant officials and the 
Iron and Steel Controller and obtain a 
definite idea of availability of steel 
against various large-value contracts. 

Wherever steel is being recommended 
by the Engineering Export Promotion 
Council on an advance basis against 
specific export orders, the quantity 
recommended is to the extent of net 
weight of the material to be exported. 
The exporters are just able to break 
even after taking into account cash 
assistance, duty drawback and other 
incentives. Therefore, the requirement 
of 10 per cent advance cash deposit 
results in additional financial burden 
which they will not be able to absorb 
and still keep their products competi¬ 
tive in foreign markets. 

A number of agencies have been 
named for the canalisation of imported 


steel but this was done after much de¬ 
lay, and it is worth considering whether 
the Steel Priority Committee and the 
Joint Plant Committee which are con¬ 
cerned with distribution of indigenous 
steel, should not decide on distribution 
of imported steel. The home-produced 
steel could then be pooled with imports 
and distributed equitably on the basis 
of nationally accepted priorities. 

There are other problems in connec¬ 
tion with steel imports. To mention 
only a few—licences are often issued 
for import from countries which are 
not in a position to supgly the required 
steel quickly or at reasonable prices; 
the import of matching sections and 
structurals is not permitted which 
creates an imbalance in the inventories 
with manufacturers. As already men¬ 
tioned, imported steel prices are far 
higher and yet purchasing organisations 
in India are unwilling to meet this 
additional cost and there seems to be 
an excellent case for equalisation o£ 
prices, if not for the entire range of iron * 
and steel items, at least for particular 
groups of items and categories of steel 
where the additional burden is very 
substantial. Time is ripe for the 
adoption of a stable and’ sound pri¬ 
cing policy for canalised items. 

At the last Iron and Steel Advisory 
Council meeting, a valuable suggestion 
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was made for the evolution of a na¬ 
tional steel policy with a view to pro¬ 
jecting the total demand for steel and 

K oduction in greater detail than has 
en possible so far. This is especially 
so because nearly 15 per cent of total 
steel production is not being taken 
into account in the national rolling pro¬ 
gramme, something which leads to 
imbalance in supply to indhidual sec¬ 
tions. Again, due to the lack of mat¬ 
ching sections, manufacturing schedules 
of engineering units are \dinted and 
delayed. Thus proper building up of a 
national imemory of production has 
become imperative. 

Further, there should be a liable 
perspective plan*' for iron and steel 
production. With the present steel¬ 
making capacity, the per capita con¬ 
sumption in India is only 10 kg. 
which is \cry much lower than that of 
the industrially-advanced countries. 
India must attempt to achieve increased 
consumption of steel to create employ¬ 
ment opportunities and raise the stan¬ 
dard of living of the people. Even 
assuming a modest consumption rate 
of 25 kg. per capita per >cai\ wc would 
need a capacity of roughly 23 million 
tonnes of steel by 1979-80. 

India has reached a stage in its ccono- 
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my at which more rigorous planning 
for the supply of raw materials; es¬ 
pecially steel, has to be made both on 
short and long-term basis. The con¬ 
tours of this planning must be made 
known to the industry so as to curb 
the psychology of shortage and instil 
greater confidence. The government 
needs to be congratulated for taking 
a bold decision m regard to the estab¬ 
lishment of six mini-steel plants and 
three more steel plants in the south. 
It will be helpful if the new' plants 
specialise in the production of such 
categories of steel a stainless steel which 
is at present being imported. While 
establishing the new' steel plants in the 
south, the government of India should 
keep in mind what the World Bank 
report on "Economic Prospects of 
India” had stated in regard to the steel 
industry. It said: “With Bokaro the 
old pattern of constructing plant will 
probably come to an end. Domestic 
competence has increased as has capa¬ 
bility in the manufacture of equipment. 
The proposed new plants are the ap¬ 
propriate place to try a new approach. 
After the controversies over the cost 
and obsolescence of Bokaro it should 
be a most suitable time to concentrate 
on using the best processes and methods 
to lay out truly economic mills. The 
choice of technology should not be 
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confined to a single national source nor 
should the supply of imported equip¬ 
ment. Technology from the best source 
abroad combined with the best Indian 
experience could accomplish a great 
deal. A new steel plant would seem to 
be an ideal project to organise as a 
joint sector enterprise combining the 
financial power and experienc available 
from the private sector.” 

After the recession in 1967, the en¬ 
gineering industry showed signs of re¬ 
vival and this was particularly evident 
in its exports. The exports recorded 
more than 100 per cent increase from 
Rs 41 crores in 1967-68 ft) Rs 85 crores 
in 1968-69, to Rs 107 crores in 1969-70 
and to Rs 115 crores in 1970-71. The 
contribution by the engineering in¬ 
dustry in the northern region for 1969- 
70 was valued at Rs 23 crores. The 
Planning Commission’s targets for the 
fourth Plan, fifth Plan and 1980-81 arc 
Rs 190 crores, Rs 360 crores and Rs 
400-500 crores respectively. This would 
mean that the engineering industry* 
would have to make a great headway 
in the next 10 years to secure the de¬ 
sired four-fold increase in exports. 

It should be possible to achieve these 
targets in view of the fact that EEC 
countries and Japan have accepted the 
Generalised System of Preferences and 
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these countries are going to allow 
manufactured and semi-manufactured 
goods from developing countries duty 
free. Again, in recent years the number 
of Indian joint ventures has gone up 
considerably and there is no reason 
why we should not be able to promote 


more joint ventures in Africa, south¬ 
east Asia and Latin America. If we 
are able to do that with the help to 
UNIDO, we will be able to export ma¬ 
chinery and construction materials re¬ 
quired for joint ventures in these count¬ 
ries. Any decline in traditional exports 


which might occur as a result of Bri¬ 
tain's entry into the Common Market 
or even partial treatment meted out by 
EEC countries, the engineering exports 
will more than make up our losses. All 
that is needed is a big push to our ex¬ 
port efforts. 


Engineering Exports 


India is now the eighth largest 
industrialized country in the world. A 
host of new industries have come up 
producing a variety of goods. They 
have introduced the latest production 
techniques and technical know-how, 
and quality consciousness has develop¬ 
ed to a remarkable degree. 

Perhaps no other industry can illus- 
tiate the rapid progress made by India 
in the industrial field than engineer¬ 
ing goods. Between 1951-1956, their 
production rose by 49.3 per cent and 
during the period 1956-1961, the rise 
was as much as 93.3 per cent. This 
was followed by a rise of 58.9 per cent 
during subsequent five years. This 
industry has'successfully passed through 
tho “take olf” stage and reached the 
threshold of entering now overseas mar¬ 
kets. 

The export of engineering goods 
has been showing a steady increase dur¬ 
ing the last few years; it increased from 
Rs 41 crores in 1967-68 to Rs 115 
crorcs in 1970-71 , thereby showing 
a rise of 167 per cent in four years. 
Significant though this expansion in 
exports is, we have been greatly con¬ 
cerned at the gradual fall in the growth 
rate. For instance, while the growth 
rate in 1968-69 over 1967-68 was about 
105 per cent, that in 1970-71 over 1969- 
70 was only less than nine per cent. 
The fall in the growth rate in 1970-71 
was not because of the absence of fresh 
contracts but due to a very serious 
shortage of basic raw materials faced 
by the industry. 

Wc have fixed a target of Rs 165 
crores for 1971-72 to be stepped up 
to Rs 250 crorcs in 1973-74. The 
achievement of this target, however, 
depends on certain essential inputs 
and the most important one is availa¬ 
bility of requisite categories, sizes, 
dimensions, specifications and the ton¬ 
nages of steel. In the “Action Pro¬ 
gramme” Which I have already submitt¬ 
ed to the government of India, I have 
projected in detail the approximate 
demand for fulfilment of the target 
and the basic difficulties which the ex¬ 
porters are facing. 

On the basis of the priority allocat¬ 
ed in the past and the indications given 
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to us about the likely availability in 
ftiture as well as the special quotas 
given for export in respect of billets 
and hot rolled coils, the approximate 
availability in 1971-72 would be 126,000 
tonnes. Against this, the approximate 
requirement of steel for 1971-72 would 
be roughly 510,000 tonnes excluding 
pig iron and special steel. It will 
thus be seen that the shortfall would 
be to the tune of approximately 
384,000 tonnes. 

Unless efforts are made to meet 
this gap, not only the exports during 
the current year would be jeopardised 
but the prospects for future growth will 
also be seriously hampered. The gap 
could partly be covered by increas¬ 
ing the availability of steel from indi¬ 


genous sources and partly through 
increased imports. 

While the shortfall in steel production 
is no doubt responsible for the pre¬ 
sent state of affairs, f am firmly of the 
view that the present system of distri¬ 
bution by the Steel Priority Committee 
requires a complete change if the needs 
of exporters are to be met. Export 
is stated to carry priority next only 
to operational defence. It is, however* 
surprising that, in the past, export 
has occupied the lowest position in 
allocation against effective demand by 
the Steel Priority Committee. This is 
a serious situation which needs imme¬ 
diate attention of the government. 

Next to steel, the lack of shipping 
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space and the high freight rates are 
proving great constraints to our ex¬ 
port effort. As stated earlier, a sigi- 
ficant change ha* been taking place 
in the pattern, composition and di¬ 
rection of our exports. Shipping ser¬ 
vices, in the past, have followed 
the* traditional trade. New products 
such as engineering goods aic find¬ 
ing markets elsewhere too. Unless 
these areas are properly served, the vo¬ 
lume of export would not increase. 

There- are genuine problems* foi the 
shipping lines and they cannot he ex¬ 
pected to introduce ships to new 
destinations without sufficient induce¬ 
ment. At the same time inducement 
cannot he provided unless the contracts 
already secured are executed in time 1 
and shipments are on schedule. The 
difficulties could be overcome by joint 
consultation and arriving at an arrange¬ 
ment whereby every three/four months 
a small ship is regularly declared for 
a new market and that the regular liners 
who are already touching the major 
ports in a particular region are also 
required to touch alternatively one or 
two additional ports. 

Indian exporters can expect to build 
up exports on a long-term basis only if 
they keep pace with the design and tech¬ 
nological changes taking place else¬ 
where. Products will have to be 
adapted to suit overseas requirements. 
Their capacities will have to be in¬ 
creased to cope with the size of the 
overseas demand. The government 
has agreed in principle to permit ex¬ 
pansion and diversification for export- 


oriented industries. In the day to day 
working, however, considerable delays 
arc reported to have occurred in the 
disposal of applications. It would be 
necessary to expedite sanctioning of 
cases referred to the government for 
expansion or diversifaction. 

The existing schemes ofoxport assis¬ 
tance are, by and large, adequate. 
I here is a great need for ensuring spetdy 
implementation of these schemes. 
There is a delay in the fixation of draw¬ 
back rates. Here, of course, co¬ 
operation fioin manufacturers is also 
needed. They should submit the infor¬ 
mation in the required form to the au- 
thoriries concerned. After the rates 
have been fixed, claims should be 
settled quickly. There have been cases 
in the past where huge amounts have 
been blocked for months together. 

Problems of exporters of engineer¬ 
ing goods need urgent attention not 
only at the level of the Ministry of 
Foreign Trade but also other minis¬ 
tries of the government. The most 
directly concerned ministries are Indus- 
tried D;vc!opivcnt, transport and 
Shipping and Finance. There is need 
for an inter-mimstcrial committee w hich 
should look into the problems of ex¬ 
porters particularly those who enter 
into contracts for turn-key projects, 
industrial plant and machinery, hea¬ 
vy transport equipment and power 
station equipment. Some of the con¬ 
tracts arc signed on payment airange- 
nent. In all these cases, the supply of 
raw materials, particularly steel, on a 
regular basis is absolutely essential. 


Largo value contracts entered into 
should not be only the responsibility 
of exporters or of the Ministry of 
Foreign Trade but of the government 
as a whole. 

Despit® the significant contribution 
which the engineering industry lias made 
to India's export effort , there is a lot 
to be done if one looks at the size 
of the world, export of engineering pro¬ 
ducts. There is need foi massive publi¬ 
city and propaganda, visits of engineers 
and sales executives, participations 
in t»ade fairs and exhibitions, market 
surveys, strengthening of overseas offi¬ 
ces and creating equally efficient ma¬ 
chinery for follow-up in India. The 
two important inputs, namely, the 
supply line and the market intelligence, 
for conclusion and execution of con¬ 
tracts could, be improved by reorganis¬ 
ing activities overseas and in India. 

t 

I am a firm believer that our country 1 * 
is destined, to be a big exporter of engi¬ 
neering goods. There is sufficient tech¬ 
nical competence and. capacity in the 
country. India enjoys the respect and 
goodwill of developing countries; they 
arc inti rested in obtaining help 
and guidance in their industrialisa¬ 
tion programme from India rather than 
the developed countries. India can 
give them technical know-how and con¬ 
sultancy services. And finally India has 
the advantage of availability of basic 
raw materials. It is up to this country 
to put in the best effort for making 
the most of the opportunities which 
are offering themseleves. 


The Structure of Indian Taxation 
1951-52 — 1970-71 


Tub sciiemf of division of resources 
in India makes a clear bifurcation of 
taxes to be levied by the centre and the 
state governments. The taxes over 
which the centre has legislative juris¬ 
diction are : (i) taxes which are levies, 
collected, and retained by the centre 
e g. corporation taxes, surcharge on 
the shared taxes ctc..(ii) taxes which are 
levied and collected by the centre but 
the proceeds arc shamble, like income 
tax, excise duties cic., (iii) taxes which 
arc levied^ and collected, by the centre 
but the entire pi occcds are distributed 
such as succession and estate duties on 
property (other than agricultural), taxes 
on railway fares and freights, taxes on 
the sale or purchase of newspapers and. 
on advertisements published therein 
etc., (iv) taxes which arc to be levied by 
the centre but are to be collected and 
retained by the states like stamp duties 
mentioned in the union list and duties 
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of excise on medical and toilet pre¬ 
parations containing alcohol, opium 
or such drugs. 

The legislative jurisdiction and 
power of collection of the states 
extend lo land revenue, taxes on 
agricultural income, succession and 
estate duties in respect of agricul¬ 
tural land, taxes on lands and build¬ 
ings and on mineral rights, excise du¬ 
ties on the production and manufacture 
of alcoholic liquors, opium and other 
naicotics. Taxes on the entry of goods 
into a local area for consumption, use 
or sale, on the consumption or sale 
of electricity, taxes on sales oi pur¬ 
chase of gocxls other than newspapers, 
taxes on advertisements (other than 
published in the newspapers), taxes on 
goods and passengers carried by roads 
or on inland waterways, taxes on trades, 
callings and employments, taxes on lux¬ 


uries, including taxes on entertain¬ 
ments, amusements, bettings and gam¬ 
bling, stamps duties and registration 
fees are also assigned exclusively to the 
states. 

Recently a controversy over the taxa¬ 
tion structure of the centre and the 
states has arisen. It is alleged that the 
centre has grown into a financial levi¬ 
athan which has compelled the states 
to look to the former for every type 
of financial help for embarking upon the 
road to economic develo pment. The 
objectives of the present study are: 

(i) to study the relative growth 
of different taxes (centre and 
states); 

(ii) to estimateper capita marginal 
propensity and per capita 
elasticity of tax efforts ia 
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DEPOSITS: 

M8U2UtN0' 
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m $ 5411473.006 

1908 $ 873 , 332,000 

1969 $ 843 , 465,000 



A BANK THAT’S GROWING...WORLD-WIDE I 

Our deposits are constantly growing. More and more people around the world ate 
doing business with us. As world-wide bankers. As dependable market guides. At 
financiers...particularly when it comes to foreign exchange. In fact, our international 
network of branches lets us give a client on-the-spot banking service-even though 
his business may be continents away. f _ , 

AMERICAN EXPRESS J 

AMERICAN EXPRESS INTERNATIONAL BANKING CORPORATION 

M*. OR. 0. N. MMO. f. 0. OOX W,DOMtAV • HAMILTON HOUSE. CONNAUGHT PLACE. NEW DELHI « 21 OLO COURT HOUSI STRUT, P. 0. Ntt MM.MMW1* 
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TAKES A LITTLE jOWER 



Heavy Elect* ice Is factory at Bhopal, has coma at ape—through succassfatly 
(netting the challenging task of designing and maanfactHring POWER PLANT 
AND EQUIPMENT. Some challenges ware nothing short of impossibilities. 
These included . 


Rang* of Manufacture: 

! 3 Power Transformara of ratlnga upto 4,09,HI 
KVA and for voltagas upto 400 kV. 


i; With no design data available about (ereign-make transformers installed 
at Bhakro Power Station. HEIL engineers successfully repaired and put back 
tha transformers in commission. No go-kock abroad—Saving on Tima and 
Foreign Eschenge 

11 Successful design and manufacture ol transformers of all types and 
ranges - upto 2.50.000 KVA. Tha 2.50.000 KVA tranaformar, installed at 
Rajasthan Atomic Power Project. Kata, was completely designed and 
manufactured at NEIL. 

HEIL offer comprehensive services in substation layout, erection and 

camimssiomng 


> 3 Special Transformers for Troction duty and fur 
various Rectifier applications in tha aluminium, 
chemical and other similar industries. 

c Voltage Transformara both llectro-Magnttic and 
Capacitor typo; Curront Transformara suitable for 
continuous current rating upto 1000 Amps and 
fault levels ol 10,000 MVA for 220 kV. 

Li On-load Tap changers for the ontire range 0 
transformers manufactured in the country. 



Instrument Transformers 
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different years for different 
taxes; and 

(iii) to sutdy the growth of per 
capita taxes (centre and states). 

Secondary data for the study were 
collected from the various issues of 
the Reserve Bmk of India Bulletin, 
Finance Commission reports, reports 
on Currency and Finance and In¬ 
dia Annuals. Further, the total lax 
receipts were divided into three main 
categories viz. (i) taxes on income 
and expenditure, (ij) taxes on 
capital and capital transactions, 
and (iii) taxes on commodities and 
services. Whereas the former two were 
categorised as direct taxes, the latter 
was taken to be the indirect tax 
revenue. Further the taxes included 
in the category of income and expen¬ 
diture taxes are personal income tax, 
agricultural income tax, corporation 
tax and wealth tax. Similarly taxes 
included under the caption of capital 
and capital transaction taxes arc: 
land revenue, estate duties, stamps 
and registration duties. Finally taxes 
included in the category of taxes on 
commodities and servies are : customs, 
excise duties, sales tax, taxes on ve¬ 
hicles and other taxes. 


The composite growth of tax reve¬ 
nue of both the layers of the govern¬ 
ment was studied by the simple pei- 
centage method, taking the whole of 
tax receipts as 100. Similarly the tax- 
income jatios were worked out by 
taking per capita income 100. 


The marginal propensities of per 
capita tax efforts in different years 
were worked out by the following 
formula: 


M.P.T.(t) = 


Tt-Tt-i ^ ATt 
Yt-Yt-r AYt 


where 

M P.T.(t) : Marginal propensity to 
per capita tax in period 


t 


Tt 

Tt-i 

Y t 

Yt-i 

Thus 


= Per capita tax collection 
in the t period 

= Per capita tax collection 
in the t-x period 

■» Per capita income in the 
t period 

*= Per capita income in the 
t-i period. 


ATt = Absolute change in tax 
revenue in the current year 
over the previous year; 

and 

AYt = Absolute change in the 

national income in the cur¬ 
rent year over the pre¬ 

vious year. 

Further to work out the elasticities 
of tax effott, these absolute figures 
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were converted into relatives by 
the following formula: 

Percentage change in tax 
revenue 

ELT -- 

Percentage charge in per 
capita income 

The study covered the period since 
the inception of the first fjve-year 
Plamand was brought up to date on cer¬ 
tain assumptions. For example, the na¬ 
tional income estimates were available 
up to 1967-68 only, for the remaining 
three yca»s, they were estimated assum¬ 
ing Pive per cent increase in real national 
income in 1968-69 and 1969-70 and 
5 5 per cent rise in 1970-71.* To arrive 
at national income at current prices an 
increase of 2.99, 6.24 and 5.00 

pet cent in the wholesale price index 
in the respective thiec years was also 
assumed.t To arrive at the per ca¬ 
pita incomes, however, the popula¬ 
tion figures were taken from the RBI 
Bulletin, July, 1970. 

The growth indices of different taxes 
of the centre and the states are shown 
in Table l. The central and the states' 
revenue from all the selected sources 
has been increasing, though some short¬ 
falls in the case of the centre were ob- 


* Plan Estimates 

t Reserve Rank of India Bulletin. August lv70. 
For 1970-71, the increase pertain^ to the 
period between July 1969 and July 1970. 


served during the first five-year 
Plan period. The centre's receipt 
from the selected three categories of 
taxes increased by 212.45 per cent, 
461.33 per cent and 509.47 per cent 
respectively over the period under 
study. This resulted in an overall in¬ 
crease of 418.83 per cent. Against 
this the states recorded 492.47 
per cent, 211.80 per cent, 913.59 per 
cent increases in the respective three 
categories and thus enjoyed an overall 
increase in their tax receipts to the tune 
of 639.99 per cent. Thus it is evident 
that the states* resources have grown 
faster than that of the centre. This was 
also true in the case of individual 
taxes except for the second category of 
direct taxes (taxes on capital and capi¬ 
tal transactions). 

The volume of the tax revenue of the 
states in 1970-71 fell short of the centre 
by Rs 301.90 crorcs. This was attributed 
to the imposition of new taxes viz. 
wealth and estate duties by the centre 
and the abolition or partly exemption 
of traditional land revenue by the states. 
Tt was observed that whereas the centre 
was striving hard to mop up additional 
resources wherever available, the states 
were not very enthusiastic about it. 

To evaluate the relative importance 
of different taxes, it is not their absolute 
growth but their relative contribution 
to the total tax revenue which gives 
the true picture. This is shown in 


Table II. In the case of income and ex¬ 
penditure taxes, a falling share 
was observed in the successive 
budgets of the central government. 
The share of these direct taxes had 
achieved an all-time peak in 1952-53 
(34.64 per cent), fluctuated in the fol¬ 
lowing years and ultimately was only 
7.68 per cent in 1970-71. An almost 
similar picture was observed in the case 
of second category of direct taxes i.e. 
capital taxes. Their share in the central 
budgets had fluctuated between 0.48 
to 2 65 per cent over the period 
under study: it stood at only 1.13 per 
cent in the 1970-71 central budget. 
It was in case of commodity taxes that 
a substantial increase in the share was 
observed. Though their share also fluctu¬ 
ated over the period under study, yet 
these fluctuations were not as profound 
as those in the case of direct taxes. 
Further, their share to the total tax 
revenue was found to have risen from 
69 61 per cent in 1951-52 to 81.19 
per cent in 1970-71. # 

In the case of the budgets of the 
states, almost similar trend w'as observ¬ 
ed. The relative contribution of the 
first category of direct taxes (income 
and expenditure taxes) fell from 20 - 31 
per cent in 1951-52 to 11-43 per cent 
in 1966-67. After having touched the 
lowest figure in 1966-67, the share of 
these taxes seemed to acquire again a 
rising trend and their share in 1970-71 
stood at 16 *26 per cent. In case of the 


Table 1 

INDEX NUMBERS OF TAX REVENUE OF THE CENTRE AND THE STATES 


Centre States 

Years --—- 



Income & 
expenditure 
taxes 

Taxvs on 
capital & 
capital 
transactions 

Taxes on 
commodities 
and 

services 

Total 

Income Sc 
expenditure 
taxes 

Taxes on 
capital & 
capital 
transactions 

Taxes on 
commodities 
& 

services 

Total 

1951-52 

100 

100 

100 

100 

100 

100 

100 

100 

1952-53 

95.18 

36 59 

75.13 

80.61 

106.88 

111.03 

107.03 

108.08 

1953-54 

79.47 

46 99 

74.58 

75.72 

106- 90 

130 09 

111.84 

115.73 

1954-55 

76.92 

47.82 

87 01 

83.64 

106.44 

133 18 

117.95 

119.70 

1955-56 

84 04 

53.01 

92.48 

89.59 

110.51 

147.21 

122.48 

126 68 

1956-57 

107.07 

50.10 

108.68 

107.53 

115.41 

157.82 

141.86 

140.77 

1957-58 

108.65 

220 58 

130 93 

125 27 

142.56 

166.31 

178.47 

167.91 

1958-59 

112.20 

309.98 

121.13 

120.42 

148.16 

175.20 

215.61 

191.07 

1959-60 

131.28 

353.85 

140.38 

139.98 

155.52 

1§7.00 

233.92 

205.41 

1960-61 

142.47 

280.46 

164.20 

159.07 

176.01 

191.51 

255.65 

222.27 

1961-62 

214.37 

295.43 

197.86 

190.69" 

182.66 

197.21 

275 64 

235 72 

1962-63 

231.85 

335.76 

229.17 

231.10 

184.76 

237.53 

342.60 

282.46 

1963-64 

307.27 

353.85 

295.12 

299.33 

225.04 

253.45 

416.89 

334.08 

1964-65 

339 27 

342.83 

340.89 

340.46 

236.78 

262.47 

463.86 

363.71 

1965-66 

336.74 

412.27 

410 14 

388 76 

234.50 

260.88 

529.74 

397.65 

1966-67 

371.50 

418.50 

442.11 

421.28 

261.47 

236 47 

658.21 

464.50 

1967-68 

342.61 

378.18 

455.80 

421.87 

330.12 

277.19 

727.66 

526.08 

1968-69 

359.21 

436 59 

473.61 

439.79 

367.95 

273.10 

850.61 

601.96 

1969-70 R’ 

316 91 

478.17 

519.27 

459.60 

520.84 

292.18 

936.20 

679.08 

1970-71 B’ 

312.45 

561.33 

604 97 

518.83 

592.47 

311.80 

1013.59 

739.99 
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CONVEY WITH TUBES - BUILD WITH TUBES 
CULTIVATE WITH TUBES- 
ILLUMINATE WITH TUBES 



BST FOR THE BEST IN TUBES 


Bharat Steel Tubes Limited, rbliahabad Bank Building,17. Parliament Street.New Delhi-1. India 

$ok Srtliw *>«•*: RAUNAQ ft CO. PVT. LTD., 

14/18-F, Connaught Place, New Delhl-1. 
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Save 

with 



Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much m repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

Tha versatile floor-covering ■ For better living 

India Linoleums Ltd., 
P.O. Birlapur, 24 Parganas, West Bengal. 




SIMCO 

METERS 

LTD. 

METER FACTORY ROAD 
POST BOX NO. 46 
TIRUCHIRAPALLM. 

Manufacturers of: 

• Single Phase Meters 

• Polyphase Meters 

A comprehensive range of 
kWh, kVAh and kVArh 
meters 

• Maximum Demand Meters 

and 

A combination of kW and 
kVA Maximum Demand 
Meters mounted on a com¬ 
mon terminal board and 
fully wired up internally 

Electronic Components 
for radios and transistors 

Precision Electronic 
Instruments 
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second category of direct taxes (capi¬ 
tal taxes), however, a sharply falling 
trend was observed. Their relative 
contribution to the total tax revenue 
which had touched an all-time increase 
ill 31 • 17 per cent in 1955-56, declined 
to 11.30 per cent in 1970-71. The 
share of indirect taxes though as high 
as 74.70 per cent in 1968-69 fell to 
72.44 per cent in 1970-71 as compared 
with 52.86 per cent only in 1951-52. 

The comparative picture clearly 
shows that the government of India 
relies more heavily on the commo¬ 
dity taxes than is the case with the 
states. This is primarily due to the inc¬ 
reasing resources available to the states 
from the second category of direct 
taxes. No doubt a slower trend of 
growtfr was observed in case of this 
category of direct taxes (Tabic I) in the 
states* budgets, yet their absolute 
seemed already at a higher level than 
in the case with the centre (Table VII). 
This might be due to the difference in 
the number of persons who bear the 
incidence of these taxes and the degree 
of the incidence itself. In the case of the 
centre, the number of persons paying 
the capita* and capital transactions 
taxes, can be hypothesised at a much 
lower level than those paying the states’ 
and this could further be attributed to 
the bifurcation of the Indian tax struc¬ 
ture. But the important fact to note 
was that whereas the relati\e status of 
these taxes was falling in the case of 


the states, it was found to be increasing, 
though at a marginal rate in case of 
the centre. In the case of the first cate¬ 
gory of direct taxes, however, the fall¬ 
ing trend was observed in both the 
cases, though the relative share to 
the tolal tax revenue fell more in the 
cgse of the centre than in the case of 
the states. 

To study marginal propensities, tax 
elasticities and tax collection in relation 
to per capita income, the per capita 
central and states’ taxes were computed 
(Table III). The per capita taxes of 
selected categories have grown over the 
period in the case of both the centre 
and the states. For example, in the 
central budget, per capita taxes of the 
selected categories increased from Rs 
3,65, Rs 0.13, and Rs 8.65 in 1951- 
52 to Rs 7.44, Rs 0.48 and Rs 34 28 
in 1970-71 respectively, though there 
were fluctuations in the period 
under reference. Similarly in the 
case of thp states' budgets, 
these taxes had grown on per head 
bases from Rs 1.55, Rs 2.04 and Rs 
4.02 in 1951-52 to Rs 9.17, Rs 6.38 
and Rs 40.86 in 1970-71 respectively. 
The overall increase in per capita taxes 
was from Rs 12.43 in 1951-52 to Rs 
44.22 in 1970-71 in case of the centre 
and from Rs 7.61 in 1951-52 to Rs 
56.41 in 1970-71 in case of the states. 
Thus the increase in per capita taxes 
was found to be greater in the states 
than the centre and this wa-» also true 

Table II 


in the case of all the categories of taxes 
except for the second category of direct 
taxes. This further substantiated the 
earlier conclusion that capital and capi¬ 
tal transaction taxes seem to find 
relatively more favour — in terms of 
percentages — in the case of the centre 
than that of the states. 

The per capita income earmarked in 
the form of different taxes by the centre 
and the states is shown in Table IV. 
The incidence of per capita central 
taxes has always been found to be 
greater than that of the states, though 
this picture altered for the first time in 
1970-71. The incidence of pep capita 
central taxes rose from Rs 3.24 (1953- 
54) to Rs 8.51 (1965-66). Among the 
different taxes the incidence of commo¬ 
dity taxes was greater than that of the 
other two categories of direct taxes. 
Again, among the direct taxes, income 
and expenditure taxes contributed the 
most. The analysis of overall trends in 
the per capita incidence of different 
taxes showed that taxes on commodities 
and services were rising more rapidly 
than the other two categories of direct 
taxes. But the picture of per capita 
taxes was not so certain. On the whole 
a reasonably static incidence can be 
hypothesised for this category of taxes. 

In the case of the states’ however, 
the per capita incidence of commodity 
taxes increased more sharply than that 
of the centre. Further, the incidence 
(Over to page xxviit) 
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Table 111 

THE GROWTH OF PER CAPITA TAXES OF THE CENTRE AND THE STATES (Rupees) 


Centre States 


Year 



Taxes on 
income 
and 

expenditure 

Taxes on 
capital & 
capital 
transactions 

Taxes on 
commodities 
and 

services 

Total 

Taxes on 
income 
and 

expenditure 

Taxes on 
capital & 
capital 
transactions 

Taxes on 
commodities 
and 

services 

Total 

1951-52 

3.65 

0.13 

8.65 

12.43 

1.55 

2 04 

4 02 

7.61 

1952-53 

3.41 

0.05 

6.39 

9.85 

1.62 

2.23 

4.23 

8.08 

1953-54 

2.80 

0.06 

6.23 

9.09 

1.60 

2.56 

4.34 . 

8.50 

1954-55 

2.66 

0.06 

7.14 

9.66 

1.56 

2.58 

4.50 

8.64 

J 955-56 

2.85 

0.06 

7.44 

10.35 

1.59 

2.79 

4.58 

8.96 

1956-57 

3.56 

0.06 

8.56 

12.18 

1.62 

2.93 

5.20 

9.75 

1957-58 

3.53 

0.26 

10.10 

13.89 

1.97 

3.03 

6.40 

11.40 

1958-59 

3.57 

0.35 

9.14 

13.06 

2.00 

3.12 

7.57 

12.69 

1959-60 

4.09 

0.39 

10.37 

14.85 

2.05 

3.26 

8.03 

13.34 

1960-61 

4.34 

0.30 

11.85 

16.49 

2.27 

3.26 

8.58 

14.11 

1961-62 

5.05 

0.31 

13.96 

19.32 

2.30 

3.28 

9.05 

14.62 

1962-63 

6.73 

0.35 

15 79 

22.87 

2.28 

3.86 

10.98 

17.12 

1963-64 

8.71 

0 36 

19.85 

28.92 

2.70 

4.02 

13.04 

19.76 * 

1964-65 

9 39 

0.34 

22.37 

32 10 

2.78 

4.07 

14.16 

21.01 * 

1965-66 

9.09 

0.40 

26.28 

35.77 

2.68 

3.94 

15.78 

22.40 

1966-67 

9.7° 

0.39 

27.64 

37.82 

2.92 

3.49 

19.13 

25.54 

1967-68 

8.80 

0.35 

27.80 

36.95 

3.60 

3.99 

20.63 

28.22 

1968-69 

9.01 

0.39 

28.18 

37.58 

3.86 

4.12 

23.53 

31.51 

1969-70 ‘R' 

7.75 

0.42 

30.15 

38.33 

5.40 

4.00 

26.27 

35.67 

1970-71 B' 

7.44 

0 48 

34.28 

42.22 

9.17 

6-38 

40.86 

56.41 
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Table IV 

THE RATIO OF GROWTH OF PER CAPITA TAXES TO PER CAPITA INCOME IN THE 

CENTRE AND THE STATES 


Centre 


States 


Year 


Per Taxes on Taxes on Taxes on Total Taxes on Taxes on Taxes on Total 
capita income capital cojnmo- income capital commo- 

inceme & & dities & & dities 


(Rs^ expen- capital Sc expen- capital and 




diture 

transac¬ 

tions 

services 


diture 

transac¬ 

tions 

services 


1951-52 

274.0 

1.33 

0.05 

3.16 

4.54 

0.57 

0.74 

1.47 

2 78 

1952-53 

266 4 

1.28 

0.02 

2.40 

3.70 

0.61 

0.84 

1.59 

3.04 

1953-54 

280.7 

1.00 

0 02 

2.22 

3.24 

0.5? 

0 91 

1.55 

3.03 

1954-55 

254.4 

1.05 

0.02 

2.81 

3.88 

0.61 

1.01 

1.77 

3.39 

1955-56 

255.0 

1.12 

0.02 

2.92 

4.06 

0.63 

1.09 

1.79 

3.51 

1956-57 

283.4 

1.26 

0 02 

3.02 

4.30 

0.57 

1.03 

1.83 

3.43 

1957-58 

279.6 

1.26 

0.09 

3.61 

4.96 

0.70 

1.08 

2.29 

4.07 

1958-59 

303.0 

1.18 

0.12 

3.02 

4.32 

0.66 

1.03 

2.50 

4.19 

1959-60 

304.7 

1.34 

0.13 

3.40 

4.87 

0.67 

1.07 

2.64 

4.38 

1960-61 

306.7 

1.42 

0.10 

3.86 

5.38 

a. 74 

1.06 

2.80 

4.60 

1961-62 

316.7 

1.59 

0.10 

4.41 

6.10 

0.73 

1 04 

2.85 

4.62 

1962-63 

326.8 

2.06 

0.11 

4.83 

8.00 

0.70 

1.18 

3.36 

5.24 

1963-64 

367.0 

2.37 

0.10 

5.41 

7.88 

0.74 

1.10 

3.55 

5.39 

1964-65 

420.2 

2.23 

0.08 

5 32 

7.63 

0.66 

0.97 

3.37 

5.00 

1965-66 

420 5 

2.16 

0.10 

6 25 

8.51 

0.64 

0.94 

3.75 

5.33 

1966-67 

471.2 

2.08 

0.09 

5.87 

8.03 

0.62 

0.74 

4.06 

5.42 

1967-68 

542.9 

1.62 

0.06 

5.12 

6.80 

0.66 

0.73 

3.80 

5.19 

1968-69 

572.7 ‘E' 

1.57 

0.09 

4.92 

6.56 

0.67 

0.72 

4.11 

5.50 

1969-70 R’ 

625.6‘E’ 

1.24 

0.07 

4.82 

6.13 

0.86 

0.64 

4.20 

5 . 7 a 

1970-71 B’ 

675.7‘E’ 

1.10 

0.07 

5.07 

6.25 

• 1.36 

0.94 

6.05 

*,35 
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of indirect taxes was greater than that 
of the other two vategories of direct 
taxes, and among the direct taxes an 
; altogether different picture was ob¬ 
served. Whereas the per capita inci¬ 
dence of the second category of direct 
taxes was always found to be higher (up 
. to 1968-69) than the income and ex¬ 
penditure taxes, yet from 1969-70 
onward, this picture seemed to have 
1 altered. Again unlike the central 
taxes, in the statps the per capita inci- 
i dencc of all the taxes was observed to 
be on the upward side, though occasion- 
! ally some fluctuations were observed. 

The analysis of marginal propensities 
to tax reveals the efforts made by this 
country to mobilise increases in revenue 
from taxes. These relative marginal 
propensities of different taxes for the 
centre and the states have been listed 
in Table V. There arc no constant 
trends in the marginal propensities 
. of different taxes in the case of both 
the layers of government. In the case 
of the central government, it was seen 
that except for a few years (1953-54, 
1954-55, 1957-58, 1958-59 and 1967- 
68), the marginal propensity to total 
tax was always positive. Further the 
negative marginal propensities were 
ihe results cither of fall in per capita 
income or fall in per capita tax. In 
case it was due the former effect (as 
was the case in 1954-55 and 1957-58), 
there seemed to be nothing to worry 
in so far as the total tax revenue was 
concerned. But more disturbing was 
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the fact when increasing per capita 
income was matched by falling per 
capita tax. This phenomenon was ob¬ 
served in 1953-54, 1958-59 and 1967-68. 

The marginal propensities to tax 
were generally greater in case of in¬ 
direct taxes than the direct ones. Again, 
the marginal propensities to indirect 
taxes remained positive in more 
years than the direct ones and 
among the direct taxes, the income 
and expenditure taxes remained at the 
higher level. 

In the case of the states' taxes the 
marginal propensities were observed 
to be negative in four years only viz. 
1952-53, 1954-55, 1955*56 and 1957-58 
and two of these corresponded to those 
which were related to the centre also 
(i.e. 1954-55 and 1957-58). As stated 
earlier this was more due to the fall 
in per capita income than to the fall 
in the taxes themselves. Thus it was in 
the remaining two years i.e. 1952-53 
and 1955-56 that the increasing per 
capita income was matched by the 
decreasing per capita taxes. Here too, 
among the different categories of taxes, 
the marginal propensities to indirect 
taxes were found to be greater and intra- 
direct taxes analysis showed that a re¬ 
latively greater reliance was put on 
the marginal propensities to income and 
expenditure taxes. 

The overall analysis showed that the 
marginal propensities to indirect and 
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total taxes were following each othef 
in the case of both the layers of govern¬ 
ment. For instance, the years of nega¬ 
tive marginal propensity to total taxes 
corresponded to those which related to 
indirect ones. Further, the marginal 
propensity to the first category of taxes 
was found to be generally more in the 
case of the centre. For the second cate¬ 
gory of direct taxes, however, the states 
were found to be on the favourable 
side. For the indirect taxes, the marginal 
propensities of both the centre and the 
states followed a zigzag path. While 
in some years (1951-52, 1955-56, 1956- 
57. 1959-60 to 1961-62 and 1963-64 
to 1965-66) it was more in favour of 
the centre, in other years, it was heavi¬ 
ly on the states' side. Again, in the 
case of total tax receipts too, a similar 
trend was observed. 

To examine the relative responsive¬ 
ness of the taxation systems of the two 
layers of government, the concept 
of elasticity was applied, and the rela¬ 
tive elasticities of different taxes of the 
centre and the states were tabulated 
(Table VI). Except for marginal cases, 
the tax system of both the governments 
had remained comparatively elastic.” 

Leaving aside the cases of negative 
elasticities, more than unity elasticity 
was observed in nine years in the case 
of the centre and in 12 years in the 
case of the states. During the same 
years, comparatively increased elasticity 
was observed for indirect taxes in both 


Table V 

MARGINAL PROPENSITIES TO PER CAPITA TAX (1951-52 1970-71) 


Centre States 


Income 

Taxes on 

Taxes on 

Total 

Income 

Taxes on 

Taxes on Total 

and 

capital 

commodities 


and 

capital 

commodities 

expenditure 

and 

and 


expenditure 

and 

and 

taxes 

capital 

services 


taxes 

capital 

services 


transactions transactions 


1951-52 


_ 


_ 



_ 



— 



— 


— 



— 



— 

1952-53 

4- .0316 

- 

.0105 

-4- 

.2974 


.3396 

- 

— 

0092 

- 

- .0250 


— 

.0276 

- 

— 

.0618 

1953-54 


- .0427 

- 

- .0007 

- 

— 

.0112 

- 

— 

.0531 

- 

— 

.0014 

4- .0231 

+ .0077 

4- 

.0294 

1954-55 

- 

1- 0053 


_ 

_ 

— 

.0346 

- 

— 

0293 

+ 

0015 


- .0008 

- 

— 

.0061 

- 

— 

.0053 

1955-56 

- 

- .3167 


— 

- 

b 

.5000 

- 

t- 

.8167 


— 

.0500 


- .3500 

- 

— 

.1333 

- 

— 

.5333 

1956-57 


- .0250 


_ 

- 

F 

.0394 

- 

F 

.0644 

+ 

.0011 

-f .0049 

H 

- 

.0218 

4- 

.0278 

1957-58 

+ .0079 

- 

- .0526 

- 


.4053 



.4500 

- 

— 

.0921 

- 

- .0263 


- 

.3158 

- 

_ 

.4342 

1958-59 

- 

b .0017 

+ .0038 

- 

- 

.0410 

- 

— 

.0355 

- 

- 

.0013 

+ .0038 

- 

- 

.0500 

- 

- 

.0551 

1959-60 

- 

b .3059 

•f .0235 

H 

- 

.7235 

- 

- 

1.0529 

- 

- 

.0294 

4- .0824 

- 

- 

.2706 

- 


.3824 

1960-61 

- 

b 1250 


- .0450 


b 

.7400 

- 

- 

.8200 

- 

- 

.1100 


— 

- 

- 

.2750 

- 

- 

.3850 

1961-62 

- 

b .0710 

H 

b .0010 

- 

f- 

.2110 

- 

- 

.2830 

H 

- 

.0030 

H 

- .0020 

- 

- 

.0460 

- 

- 

.0510 

1962-63 

- 

b 1663 

H 

- .0040 

- 

r 

.1811 

_ 

- 

.3515 

— 

- 

.0020 


- .0574 

- 

- 

.1921 

- 

- 

.2475 

1963-64 

- 

- .0493 

H 

- .0002 

* 

b 

.1010 

- 

- 

.1505 

H 

- 

.0104 

H 

- .0040 

- 

- 

.0512 

- 

- 

.0657 

1964-65 

- 

- .0128 


- .0004 

- 

b 

.0474 

- 

- 

.0598 

H 

- 

.0015 

-1 

- .0009 

- 

- 

.0211 

- 

- 

.0235 

1965-66 

- 

-1.0000 

+ .2000 

- 

M3.0333 

- 

-12.2333 


- 

.3333 


- .4333 

- 

- 

.5400 

- 

b4.6333 

1966-67 

- 

- .0138 

- 

- .0002 

- 

- 

.0268 

- 

b 

0404 

- 

r 

.0047 

- 

- .0089 

- 

- 

.0661 

- 

• 

.0619 

1967-68 

- 

- .0139 

- 

- .0006 

- 

- 

.0022 



.0112 

- 

r 

.0095 

H- .0070 

- 

- 

.0209 

• 

- 

.0374 

1968-69 

-f- .0070 

- 

b .0013 

- 

- 

.0128 

- 

L 

.0211 

- 

L 

0087 

4- -0044 


- 

0973 



.1104 

1969-70 ‘R’ 

- 

- .0236 

- 

b 0006 

- 

- 

0372 

- 

b. 

.0142 

- 

h 

.0291 

- 

- .002? 

- 

- 

.0518 

• 


.0786 

3970-71 ‘B' 

- 

- .0060 

- 

b .0012 

- 


.0824 

- 


. .077* 

- 

rr 

.0752 

+ .0475 

- 

- 

.2911 

• 

- 

.4140 
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the cases, The first category of direct 
taxes, however, remained elastic for 
eight yeais in the case of both the can- 
tre and the states, though these years 
seldom corresponded to each other. 
It was in the case of capital an capital 


transaction taxes that substantial 
variations were observed. While the 
central government enjoyed a favour¬ 
able elasticity of these taxes for 10 
years, the states were found to be 
favourable in this regard for only four 


years. 

Thus the analysis refutes another 
criticism of the Indian tax system that 
the central tax resources are more elas¬ 
tic than the states, [n fact, in so far as 
the income plus expenditure taxes and 


Table VI 

ELASTICITIES OF PER CAPITA TAX (1951-52—1970-71) 




Centre 




States 


Income 

Taxes on 

Taxes on 

Total 

Income 

Taxes on 

Taxes on 

Total 

and 

capital 

commodities 


and 

capital 

commodities 


expenditure 

and 

and 


expenditure 

and 

and 


taxes 

capital 

services 


taxes 

capital 

services 



transactions 




transactions 




1951- 52 

1952- 53 

+2 55 

+23.85 

+0.97 

J953-54 

- 

-3.33 

+3.71 

—0.47 

1954-55 

+0.53 


— 

- 

-1.56 

1955-56 

+29.75 


— 

+ 17.50 

1956-57 

+2.24 


— 

+ 1.35 

1957-58 

- 

-0.63 

—248.75 

— 

-13.60 

1958-59 

+0.14 

+4.14 


-1.14 

1959-60 

+26.02 

+20.41 

+24.04 

1960-61 

+9.26 

+34.97 

+21.62 

1961-62 

+5.02 

+1.02 

- 

b5.46 

1962-63 

+10.46 

+4.06 

+4.12 

1963-64 

+2.39 

+0.23 

+2.09 

1964-65 

+0.54 

—0.30 

- 

-0.88 

1965-66 

— 

45 57 

+252.14 

+249.71 

1966-67 

H 

K0.64 

—0.21 

H 

-0.45 

1967-68 

j 

-0.67 

- 

b0.68 

j 

-0.04 

1968-69 

H 

-0.44 

- 

[-2.08 

- 

-0.25 

1969-70‘R’ 


-1.50 

- 

bO.83 


-0.76 

1970-71 ‘B' 

—0.48 

- 

h* ■ 79 

- 

-1.71 


+8.05 

—1.75 

—3.61 

- 

-2.02 

- 

-2.40 

- 

-1.44 

—0.23 

—2.76 

—0.48 

- 

-0.97 

- 

-0.90 

+0.27 

—0.08 

- 

-0.39 

—0.18 

+20.71 

+8.00 

+33.90 

+7.42 

+15.42 

+ 1.58 

+0.17 

+0.21 

+ 1.22 

+0.79 

— 

10.48 

-16.12 

—2.54 


-17.22 

_ 

■12.63 

- 

-0.81 

+0.18 

+0.35 

- 

-2.18 

- 

hi.35 

+24.47 

+4.46 

+8 02 

+10.86 

- 

-9.14 

+16.73 

+ 16.26 


+ 10.38 

- 

-8.74 

j 

b5.76 

+0.40 

+0.19 

+ 1.61 

- 

-l.U 

H 

[-5.78 

+0.27 

+5.56 

+6.75 

- 

-5.38 

H 

[-2.15 

+ 1.50 

+0.34 

+ 1.53 

J 

-1.27 

H 

1-0.7t> 

+0.20 

—0.09 

+0.59 

-i 

-0 44 

+163.29 

—51.43 

—45.57 

+ 163.43 

+94.57 

H 

-0.48 

+0.74 

—0.95 

- 

hi 76 

A 

hi.16 

—0.15 

+1.53 

+0.94 

1 

h 52 


h0.69 

+0 31 

+ 1 32 

+0 59 


[-2.56 


r 2.12 

+0.22 

+4.32 

—0.31 

- 

-1.26 

- 

-1.43 

+ 1.27 

+8.73 

+7.44 

- 

-6.94 

- 

-7.27 
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Table Vlf 

COMPOSITION OF TAX REVENUE OF THE CENTRE AND THE STATE. 


(Rs crores; 


Centre States 



Income 

and 

expenditure 

taxes 

Taxes on Taxes on 

capi ta I commod i tics 

and and 

capital services 

Transactions 

Total 

Income 

and 

expenditure 

taxes 

Taxes on 
capital 
and 
capital 
transactions 

Taxes on 
commodities 
and 

services 

Total 

1951-52 

134.74 

4.81 

319 74 

459.29 

57.10 

75.40 

148.60 

281.10 

1952-53 

128.24 

1.76 

240.22 

370 22 

61.03 

83.72 

159.05 

303.80 

1953-54 

107.08 

2.26 

230.45 

347.79 

61.04 

98.09 

166.20 

325.33 

1954-55 

103.64 

2.30 

278.20 

384.14 

60.78 

100.42 

175.27 

336.47 

1955-56 

113.23 

2.55 

295.69 

111.47 

63.10 

111.00 

182.00 

356.10 

1956-57 

144.27 

2.4! 

347 18 

493.86 

65.90 

119.00 

210.80 

395.70 

1957-58 

146.40 

10.61 

418.32 

575.33 

81.40 

125.44) 

265.20 

472.00 

1958-59 

151.18 

14.91 

386.97 

553.06 

84.60 

132 10 

320.40 

537.10 

1959-60 

176.88 

17.02 

448.54 

642 44 

88.80 

141.00 

347.60 

577.40 

1960-61 

191.97 

13.49 

524.68 

730.14 

100.50 

144.40 

379.90 

624 80 

1961-62 

228.84 

14.21 

632.32 

875 37 

104.30 

148.70 

409.60 

662.60 

1962-63 

312.39 

16.15 

732.44 

1060.98 

105.50 

179.10 

509 10 

794.00 

1963-64 

414.02 

17.02 

943.29 

1374.33 

128.50 

191.10 

619.50 

939.10 

1964-65 

457.27 

16.49 

1089.04 

1562.80 

135.20 

197.90 

689.30 

1022.40 

1965-66 

453.72 

19.83 

1311.07 

1783.62 

133.90 

196.70 

787.20 

1117.80 

1966-67 

500.56 

20.13 

1413.27 

1933.96 

149.30 

1 7 8.30 

978.10 

1305.70 

1967-68 

461.63 

18.19 

1457.05 

1936.67 

188.50 

209.00 

1081.30 

1478.80 

1968-69 

484.00 

21.00 

1514.00 

2019.00 

207.10 

221.00 

1264.00 

1692.10 

1969-70 ‘R' 

427.00 

23.00 

1660.00 

2110.00 

297.40 

220.30 

3191.20 

1908.90 

1970-71 *B* 

421.00 

27.00 

1934.00 

2382.00 

338.30 

235.10 

1506.70 

2080.10 
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indirect taxes are concerned, both the 
centre and the states moved in the same 
direction. In the c se of taxes on capi¬ 
tal and capital transactions, it could 
be concluded that the less responsive¬ 
ness of the states was more due to the 
deliberate attempts of the state govern¬ 
ments to curb land revenue (an impor¬ 
tant source of capital taxation) than 
to the tax system itself. 


It can be concluded From the fore¬ 
going study that the tax systems of both 
the centre and (he states are almost at 
par. About three-fourths of the entire 
taxation proceeds are composed of 
indirect taxes in both the cases. Keep¬ 
ing in view the social objective of in¬ 
come equalities, this does not seem to 
be desirable (until and unless indirect 
taxes are steeply progressive). Further 


in the case of certain taxes such as 
capital and capital transaction taxes, 
it was found that the states were nulli¬ 
fying the efforts of the centre. Where¬ 
as these taxes which are potential 
sources for mitigating the inherited 
inequalities, are finding favour with the 
centre and with the overall social ob¬ 
jectives, the states seemed to be dis¬ 
claiming them. 


India’s Economic Progress: 1951-69 


India's raif of economic progress in 
the 15 ycais ol planned economy irom 
1951-52 lo 1965-hO was neither oven 
noi uniform. This was also tine for the 
subsequent three vears. In the first 
five-vear Plan pcnoJ (1951-52 to 1955- 
56), India advanced at the rate of 3.5 
pei cent pu - annum which ionc to four 
per cent pci annum in the second Plan 
period (1956-57 to 1960-61); hut ip the 
third Plan period (J961-62 to 1965- 
66) a declining trend was visible in the 
economic -.uhanceimnl of India, 
specially in 1965-66. The result was 
that the rate of growth of the economy 
dwindled to 2.6 per cent per annum. 
The average rate of growth of the In¬ 
dian economy during the fifteen years 
(1951-66) was, therefore, pegged to 

3.4 per cent per annum against about 
five per cent env isaged by the planners. 
In 1966-67 this rate was 0.7 per cent 
only, rising to 9.7 per cent in 1967-68 
which dropped sharply to 2.2 per cent 
in 1968-69. 

India's economy being agriculture- 
based, its progiess depends mostly 
on the agiicultural situation. The rate 
of economic progress of the country 
mostly followed the pattern of agricul¬ 
tural production during this period. It 
has been found that the correlation co¬ 
efficient between the index of national 
income at 1960-61 prices (1960-61 -100) 
and the index of agricultural pro¬ 
duction (1960-61 = 100) for the period 
1951-52 to 1965-66 was over 0.9. The 
average annual increase in agricultural 
production in the first Plan was 4.2 
per cent, in the second Plan 4.3 pir 
cent but in the third Plan there was a 
decrease of 1.0 per cent per annum and 
the overall rate for the 15 years was 

2.5 per cent. In 1966-67, there was a fall 
by 0.4 per cent in agrie lltural produc¬ 
tion followed by a rise of 22 per cent 
in 1967-68. But in 1968-69 there was 
again a drop by 1.4 per cent. Even 
today India's agriculture depends 
mostly on monsoons because only 
about 20 per cent of the cropped area 
is irrigated. 

This low rate of growth has been ex¬ 
perienced in sp ; te of an additional in¬ 
vestment of more than Rs 20,000 crores 
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in 15 years, the public sector account¬ 
ing for about Rs 11,500 acres and the 
private sector about Rs 9,000 crores. 
In the three yeais 1966-69. the public 
sector outlay was Rs 6,756 crores. 

The moderate rate of growth of the 
Indian economy was again largely nulli¬ 
fied by the phenomenal rate of increase 
in population specially during the third 
five-year Plan period when the annual 
rate of growth of population rose to 
2.4 per cent from 1.7 per cent in the 
first five-year Plan period and 2.1 per 
cent in the second live-year Plan per¬ 
iod. The average rate of increase for 
15 years was as high as 2.1 per cent 
p'r annum. This rate further rose 
to 2.5 per cent in the next three years. 
The icsiilt was that whereas national 
income at 1960-61 prices improved from 
Rs 9,252 crores in 1950-51 to Rs 15,021 
crores in 1965-66, the per capita na¬ 
tional income rose from Rs 259 to 
only Rs 307 in the same period. 
It declined to Rs 301 in 1966-67, rose 
to Rs 323 in 1967-o8 but again dropped 
to Rs 321 in 1968-69. 

About one-half of India's economy 


is accounted for by agriculture. The 
contribution of agriculture and allied 
activities to the nationol economy 
at 1960-61 prices was a little less than 
half during the third five-year Plan 
period. More than two-thirds of the 
population of this country obtain their 
livelihood from this source. Even our 
major industties such as sugar, jute*' 
manufactures and cotton textiles are 
agriculture-based. It is no wonder, 
therefore, that the national income of 
India at constant prices follows the 
same pattern as that of agricultural 
production. 

As a result of depression in agricul¬ 
tural production, in the third Plan 
period 25 million tonnes of food- 
grains, 3.9 million bales of cotton and 

1.5 million bales of jute were imported. 
Even after importing large quantities 
of foodgrains, rationing of cereals was 
resorted to in all important cities to¬ 
wards the end of the third Plan period, 
thereby causing hardship to millions 
of people. The per capita availability 
of cereals in 1965-66 was only 12.5 
ozs. per day when 10.3 million tonnes 
of cereals were imported The net 


Table I 


NATIONAL INCOME AND PER CAPITA INCOME AT CURRENT AND 

CONSTANT PRICES 


Year 

National 
income at 
current 
prices 
(Rs crores) 

Per capita 
income at 
current 
prices 
(Rs) 

National 
income at 
1960-61 
prices 
(Rs crores) 

Per capita 
income at 
1960-61 
prices 
(Rs) 

1950-51 

9,530 

266.5 

9,252 

258.9 

1955-56 

9,980 

255.0 

10,956 

280.1 

1960-61 

13,294 

306.4 

13,294 

306.4 

1961-62 

14,050 

316.4 

13,763 

310.0 

1962-63 

14,873 

326.3 

14,045 

308.3 

1963-64 

17,094 

366.4 

14,845 

318.2 

1964-65 

20,061 

419.8 

15,917 

333.1 

1965-66 

20,621 

421.2 

15,021 

306.8 

1966-67 

23,624 

470.8 

15,123 

301.4 

1967-68 

28,356 

551.4 

16,586 

322.5 

1968-69 

28,583 

542.3 

16,943 

321.4 


Note: The figures for national income and per capita income for years prior 
to 1960-61 have been linked with the series beginning in 1960-61. 
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It takes 100,000 men 

to make an Escort trader 

Only 5,000 oi them 
are at Escorts 
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GRAINMANS 
THE NATION 

Food Corporation's multidirectional operations include procurement 
storaae building up of national foodgrain buffer, movement and distribution 
to ensure a “q "are deal to the farmer and the consumer. 

Food Corporation stabilises the rural economy of the country and 
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availability was highest in 1964*65 
when the quantity of cereals consumed 
per person was 14.6 ozs. per day. In 
I95Q-51 the corresponding figure was 
11.76 ozs. and in 1968-69 13.8 ozs. 

The reason why our country which 
is predominantly agricultuial cannot 
feed her population properly even in 
peace time is that the yields per hec¬ 
tare for the cereals arc perhaps the low¬ 
est in the world. Recent statistics indi¬ 
cate that the yield per hectare of net 
(paddy) for India was only 1,280 kg. 
against 4,667 kg. for Italy, 5,087 kg. 
for Japan, 4,847 kg. for the USA and 
4,115 kg. foi the UAR. India’s yield 
per hectare of wheat was 878 kg. against 
West Germany's 3,266 kg., France's 
2824 kg., Italy's 2,201 kg., Yugo¬ 
slavia's 2,525 kg. and the USA’s 

I, 768 kg. 

Share of Manufactures 

The contribution to national income 
of large-scale manufacturing and min¬ 
ing industry was 6.5 per cent in 1950- 
51 which rose to about nine per cent in 
1968-69. The impact ot this sector on 
the national economy is therefore not 
large. On. an examination ot detailed 
statistics, it is found that there is very 
little correlation between the index of 
industrial production(1961 = J00)andthe 
index of national income at 1960-61 
prices (1960-61=100). Industrial pro¬ 
duction, as indicated by the index of 
industrial production (1960=100), 
showed almost a continuous rise, 
where*as the index of net national out¬ 
put indicated both increases and dec¬ 
reases in the 19-year period ending in 
1968-69. 

The highest increase recorded in the 
index of industrial production was in 
1959-60, when it reached the figure of 

II. 5 per cent over 1958-59. The in¬ 
crease in industrial production was 
maximum during the second fivc-ycai 
Plan period when the average iiguic 
arrived at was 7.4 per cent against 6.4 
per cent in the first five-year Plan period. 
In the first Plan period, how¬ 
ever, the increase in industrial produc¬ 
tion in 1953-54 was as high as 10.7 
per cent as against 1952-53. At the 
beginning of the third Plan period, 
the increase in industrial pioduction 
r vas more or less uniform at about nine 
per cent but towards the end ot the 
third Plan period this rate was declin¬ 
ing. Industrial production was lower 
by 0.8 per cent in 1965-66 as compared 
to 1964-65 and again by 0.7 per cent 
in 1966-67 as against 1965-66. It, 
however, recovered in 1967-68 when 
it was higher by 6.3 per cent over 
1966-67 and in 1968-69 by 7.1 per 
cent over 1967*68. 

At the end of 1966 the total produc¬ 


tive capital of large-scale manufactur¬ 
ing industry was about Rs 8,800 croics. 
The net output originating therefrom 
was of the order of Rs 2,200 crorcs. 
The low level of net output of the 


large-scale manufacturing industry was 
mainly due to low proimetivity in in¬ 
dustry. Statistics in the mid 60's show¬ 
ed that the output per person engaged 
in manufacturing industry was in- 


Table IF 


INDICES OF NATIONAL INCOME, AGRICULTURAL PRODUCTION, 
INDUSTRIAL PRODUCTION, WHOLESALE PRICES AND POPULATION 


Year 

Index of 
national 
income 
at 

current 
prices 
(1960-61 
= 100) 

Population 

(million) 

Index of 
agricultural 
production 
(Year 
ending 
June 

1950 — 100) 

Index of 
industrial 
production 
(1960=100) 

Index of 
wholesale 
prices 
(1961-62 
-100) 

1950-51 

71.7 

358.3 

95.6 

56 4 

89.4 

1955-56 

75.1 

390 2 

116.8 

76.8 

73.9 

1960 61 

100.0 

432.7 

142.2 

109.2 

99.8 

1961-62 

105.7 

442.7 

144.8 

119.8 

100.0 

1962-63 

1119 

453.1 

139.6 

129.7 

103.$ 

1963-64 

128.6 

463.9 

143.1 

140.8 

110.2 

1964-65 

150.9 

475.2 

159.4 

153.7 

122.3 

1965-66 

155.1 

486.8 

132.1 

152.4 

131.6 

1966-67 

177.7 

498.9 

131.6 

151.4 

149.9 

1967-68 

213.3 

511.3 

161.0 

161.1 

167.3 

1968-69 

215.0 

524.1 

158.7 

172.7 

165.4 


Note: The figures for industrial production relate to calendar years, i.e. 
1950-51 — 1951, 1955-56=1956 and so on. The figures for the index of wholesale 
prices (1961-62=100) prior to 1961-62 have been linkedwith the series beginning 
in 1961-62. 

Table III 

PERCENTAGE VARIATION IN THE INDICES OF NATIONAL INCOME, 
AGRICULTURAL PRODUCTION, INDUSTRIAL PRODUCTION, 
WHOLESALE PRICES AND POPULATION 


Year Index 

of 

national Index 

income of 

at Index of industrial Index of 



current 

prices 

Popula¬ 

tion 

agricul¬ 

tural 

production 

produc¬ 

tion 

whole¬ 

sale 

prices 

1955-56 

-f 3 8 

-+I 9 

—0.2 

|-8 8 

—5.1 

Average 5 years (1st Plan) 

+l.l 

+ 1.7 

+4 2 

-(-6 4 

-3.4~ 

I960 61 

+9.2 

+2.2 

+9.1 

+9 2 

+6 3 

Average 5 >ears (2nd 
■ Plan) 

1-7.3 

•| j- 2 1 

+4 3 

4-7 4 

+6 3 

1965-66 

+2.7 

-{-2 4 

-16 6 

—0 8 

+7 6 

Average 5 years (3rd 

Plan) 

+9.3 

+2 4 

- 1.0 

-f-7 0 

4~5 8 

Average 15 years 

+5 9 ’ 

+2.1 

+2 5 

4-6 9 

-+2.9 

1966 67 

1967- 68 

1968- 69 

+ 14 6 
-+20 0 
-+0 8 

~+n 

+2.5 

-+2.5 

—0 4 
+22.3 

—1.4 

—0.7 
-+6 3 
+7.1 

4-13.9 

+11.6 

—1.1 







xxxvi 


credibly low compared with that 
of other industrialised countries. 

In view of the iact that the major 
industries are agro-based, the perfor¬ 
mance of the large-scale industrial 
stctor in the 19-year period was com¬ 
mendable. Industrial production in¬ 
creased by- 206 per cent during the 
period or by about 6.4 per cent per 
annum. 

Wholesale prices, as indicated by 
the index of wholesale prices (1961-62 
—100), advanced by 85 per cent in the 
19-year period from 1950-51 to 1968- 
69 or rit an annual average rate of about 
four per cent. But this overall aver¬ 
age gives an incorrect picture of the 
situation. Actually during the first 
five-year Plan period, prices receded 
by 3 4 jxr cent per annum. The maxi¬ 
mum decline during this petiod was 
15.3 per cent in 1952-53 over 1951-52. 
From the start of the second Plan 
period prices started rising. In the 
first year of the second Plan, period i.e. 
1956-57, wholesale prices rose by 13.8 
per cent over 1955-56. The average 
increase per year during the second 
Plan period was 6.3 par cent. Prices 
were below level in the first Plan period 
but in the second Plan period they 
rose by over six per cent per annum. 
During the third Plan period whole¬ 
sale prices rose further still and the in¬ 
crease was recorded at 12.9 per cent 
in 1963-64. The advance in wholesale 
prices from 1961-62 to 1965-66 was 
5.8 per cent per annum. In 1966-67 
this rise was 13.9 per cent as compared 
to 1965-66 and in 1967-68,11.6 per cent 
against 1966-67. In 1968-69 there 
was, however, a fall by 1.1 per cent. 

Causes of Inflation 

The two main factors which were 
icsponsible for this inflationary condi¬ 
tion in the Indian economy, were re¬ 
duced agricultural and industrial pro¬ 
duction and increased notes in circu¬ 
lation, specially during the third Plan 
period. The fall in agricultural and in¬ 
dustrial production during the period 
has already been discussed. Notes in 
circulation increased from Rs 1,239 
crores in 1950-51 to Rs 1424 crores 
in 1955-56 and further advanced to 
Rs. 1985 crores in 1960-61. After 
1960-61 notes in circulation were in¬ 
creasing at a taster rate and reached 
the figure of Rs 3,497 croics in 1968-69. 

After eliminating the effect of growth 
in population, the resulting per capita 
national income at current prices 
amounted to Rs 266. 5 in 1950-51, rising 
to Rs 5^2.3 in 1968-69. In the course 
of 19 years, the improvement in per 
capita national income was by Rs 
276 or 104 pci cent. The average annual 
increase during this period was about 
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4.5 per cent. If we further eliminate 
the effect of changes in prices, the per 
capita national income at 1960*61 prices 
became Rs 258.9 in 1950-51. This 
rose to Rs 321.4 in 1968-69 which 
means an increase by Rs 62.5 only 
or 24.1 per cent in the course of 19 
years. The average annual increase 
was less than one per cent. 

From the foregoing analysis it is 
clear that the economic progress of the 
country was very slow which was made 
slower still by sharp fluctuations in 
prices. Over and above this phenome¬ 
non, the rate of growth in population 
started gaining momentum from the 
commencement of the second five-year 
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Plan period and at the end of the third 
Plan period, it reached 2.5 per cent, 
thereby almost nullifying the progress 
made by the country in various direc¬ 
tions. 

Capital formation which is the basis 
of economic progress of a country is 
very low in India, because its main 
constituent, personal saving, is meagre. 
In India millions of people live on the 
subsistence level and with sharp in¬ 
creases in living costs in recent years, 
the situation has deteriorated still fur¬ 
ther. The All-India consumer price 
index for working classes (1949—100) 
advanced by 110 per cent in 1968-69 
over 1950-51. Tt is no wonder, therefore, 

Tadle IV 


INDICES OF NATIONAL INCOME, INCOME FROM TRADE, COM¬ 
MERCE AND OTHER SERVICES AT 1960-61 PRICES. AGRICULTURAL 
PRODUCTION AND INDUSTRIAL PRODUCTION 


Year 


Index 

of 

national 

income 

at 

1960-61 
prices 
(I960-61 
-100) 


Percent¬ 

age 

increase 
(+) or 
decrease 
(~) in 
each year 
over 
previous 


Index 

of 

services 
at 1960-61 
Prices (* 
(1960-61 
= 100 ) 


Percen¬ 

tage 

increase 

(+) or 

decrease 

(*--) in 

eacy year 
over 

previous 


Index 

of 

agricul¬ 

tural 

produc¬ 

tion 

(I960 61 
= 100 ) 


Index 

of 

. indust¬ 
rial 

produc¬ 
tion 
(1961- 
= 100 ) 




year 


year 



1950-51 

69.5 


63.9 


67.2 

51.6 

1955-56 

82 3 

2.0 

77.6 

4.3 

82.1 

70.3 

Average 5 







years (1st 







Plan) 


3.5 


3.9 



1960-61 

100.0 

7.4 

100 0 

8.1 

100.0 

100.0 

Average 5 







years (2nd 







Plan) 


4.0 


5.2 


•• 

1961-62 

103.5 

3.5 

106.1 

6.1 

101.8 

109.7 

1962-63 

105.6 

2.0 

112.9 

6.4 

98.2 

118.8 

1963-64 

111.7 

5.7 

121.1 

7.2 

100.6 

128.9 

1964-65 

119.7 

7.2 

128.4 

6.0 

111.4 

140.8 

1965-66 

113.0 

—5.6 

132.1 

2.9 

92.9 

139.7 

Average 5 







years (3rd 







Plan) 


2.6 


5.7 


•. 

Average (15 years) 


3.4 


5.0 


.. 

1966-67 

113.8 

0.7 

136.1 

3.0 

92.5 

138.6 

1967-68 

124.8 

9.7 

142.1 

4 4 

113.2 

147.4 

1968-69 

127.4 

2.2 

148.3 

4.4 

111.6 

157.9 


•Calculated by the author. 

Note: The figures for services prior to 1960-61 have been linked with the 
series beginning in 1960-61. 
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3. About 1000 independent houses 
were given away to the commu¬ 
nity service personnel (dhobis, 
barbers, domestic servants and 
cobblers etc.) at a subsidised price 
of Ks 2.200. DDA gave Rs. 1,100 
as subsidy to each allottee. 
Construction of Janta Houses for 
the people of Delhi (income not 
exceeding Rs 3,000 per year) has 
already been taken in hand in a 
big way. 

4. Residential plots are developed and 
given away to the people for build¬ 
ing houses. About 25,000 plots, 
which include 15,000 residential, 
5,000 commercial and over 4,500 
industrial, have so far been deve¬ 
loped. 



DELHI 

1. Delhi Development Authority is 
engaged in the transformation of 
the National Metropolis. 

2. A massive social housing program¬ 
me for the low and middle income 
groups has already made a head¬ 
way. About 5,600 flats in different 
residential areas have been 
constructed and over 7,500 more 
arc nearing completion. 



7. A new subzi mandi has been deve¬ 
loped in Azadpur at a cost of about 
Rs 70 lakhs. A big cycle market 
is being constructed at Jhande- 
walan at a cost Rs 15 crores. 

8. Modern Shopping centres arc be¬ 
ing developed at Kalkaji and Pusa 
Road. A new Interstate Bus Termi¬ 
nal is under construction near 
Kashmere Gate. Two major truck 
terminals have been developed at 
G.T. Road and Rohtak Road. 



5. For rehabilitating the squatters, 
14 jhuggi jhonpri colonies in dif¬ 
ferent parts of Delhi have been 
developed. 50,000 families have 
been rehabilitated. 

6. Under the beautification scheme 
18 new parks have been laid in 
different areas which not long 
before were squalid slums. As 
many as 4 lakh tree saplings have 
been planted on road sides and 
other green areas of Delhi. 



THE DEVELOPMENT SAGA 


Issued by 

THE PUBLIC RELATIONS MANAGER, 
DELHI DEVELOPMENT AUTHORITY, 
VIKAS BHAWAN, 

NEW DELHM. 
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. that savings in India never reached the 
optimum level. In 1950-51 the ratio 
of savings to tiationaHncome at current 
prices was 5.7 per cent which fell to 
4.2 per cent in 1952-53. It rose to 
about 10 per cent in 1955-56 which 
position was more or less maintained 
up io 1962-63 except in 1957-58 and 
1958-59. The ratio increased to 11 
per cent in 1963-64 and further to 12 
per cent in 1965-66 but later on it 
declined to 8-10 per cent. 

The economic progress in India has 
been very low—much lower than other 
developing countries. Between 1950 
and 1960 the rate of progress was 
not very low hut afterwards it 
declined sharply. In the first period, 
it was 3.5 per cent per annum 
but between I960 and 1967 it dropped 
to 2.8 per cent per annum, It we 
examine the economic behaviour 
ol other developed and developing 


countries, we find that in Canada the 
rate of economic growth rose from 
4.3 per cent in 1950-60 to 5.6 per cent 
in 1960-68, in the USA from 2.9 per 
cent to 5.1 per cent, in Japan from 
7.7 per cent to 10.3 per cent and in 
France ftom 4.5 per cent to 5.6 per 
cent. For developing countries the 
rates of economic progrexs were still 
nighet between 1960 and 1967-68. In 
Puerto Rico the rate of growth of nat¬ 
ional product was 6.7 per cent in 1950- 
60 which rose to 9.0 per cent in 1960- 
67; in Mexico n rose from 6.3 per cent 
to 6.7 per cent, in Thailand from 7.4 
per cent in 1957-60 to 7.6 per cent in 
1960-6 7 , in Iraq from 5.6 per cent in 
1953-60 to 6.7 per cent in 1960-61 
in the Republic of Korea, from five per 
cent in 1953-60 to 8.3 per cent in 1960- 
68, in Nicaragua from 5.3 per cent in 
1950-60 to 8.1 per cent in 1960-68 and 
in Zambia from 6 1 per cent in 195^-60 
to 8.2 per cent 1960-67. The national 
Table V 


product in Iran advanced by 7 6 per 
cent anatially between 1960 and 1967. 
In the USSR, however, the rate of 
giowth of net material product declined 
from 10.4 per cent in 1950-60 to 7.1 
per cent in 1960-68 and in Yugoslavia 
from 6.8 per cent to 6.1 pet cent. 

The foiegoing analysis has showr 
that India's rate of economic progress 
which was alteady low, declined further 
dining the third Platr period. It ha* 
also been seen that the level of income 
per person has been extremely low. 
Fo* this two factors were responsible : 
(1) Predominance of the slow-moving 
and uncertain agiicultural sector of 
the economy; and (2) low level of 
savings. 

In highly developed countries, the 
agricultural sector has gradually nar¬ 
rowed down and in recent years this 
sector’s contribution to the national 


NATIONAL INCOME BY INDUSTRIAL ORIGIN AT CURRENT PRICES 

Percentage distribution 



Agri- 


Fac- 

Small 

Com- 

Rail- 

Organi- 

Other 

Pro- 

Govern- 

Domes- House 

Net 

Year 

culture 

& 

allied 

activi¬ 

ties 

Mining 

tory 

esta¬ 

blish¬ 

ments 

enter¬ 

prises 

muni- 

cations 

ways 

sed 

banking 

& 

insur¬ 

ance 

com¬ 

merce 

& 

trans¬ 

port 

fessions 

& 

liberal 

arts 

ment 

servic¬ 

es 

tic pro- 

servic- perly 
es 

Dom¬ 
estic 
pro¬ 
duct at 
factor 
cost 

1950-51 

51.3 

0.7 

5.8 

9.6 

0 4 

1.9 

0.7 

14.^ 

4.9 

4.5 

1.4 4.3 

100. z 

1955-56 

45.3 

1.0 

7.8 

9.7 

0.5 

2.5 

0.9 

15.0 

5.6 

5.7 

1.4 4.6 

100.0 


National Income by Industrial Origin at Current Prices: 1960-61—1968-69 ( Contd .) 


Year 

Agriculture 
& allied 
activities 

Min ; ng & 
quarrying 

Large-scale 

manufac¬ 

turing 

Small-scale 

manufac¬ 

turing 

Construc¬ 

tion 

Electricity, 
gas & water 
supply 

Railways 

Communi 

cations 

1960-61 

51.0 

1.1 

8 0 

5.9 

4 6 

0.5 

1.9 

0.5 

1961-62 

49.9 

1.1 

8.3 

6.1 

4.6 

0.5 

2.0 

0.5 

1962-63 

48.0 

1.2 

8.6 

6.3 

4 7 

0.6 

2.1 

0.5 

1963-64 

48 6 

1.2 

8.8 

6.3 

4 b 

0 6 

2.1 

0.5 

1964-65 

50.5 

1.0 

8.4 

5.9 

4.4 

0 6 

1.8 

0.5 

1965-66 

47 8 

1.1 

8 9 

5.9 

4 5 

0.7 

1.9 

0 6 

1966-67 

49 6 

1 1 

8.2 

5.5 

4 3 

0.7 

l 8 

0.6 

1967-68 

53.2 

1.1 

7.2 

5.1 

4 8 

0.7 

1.4 

0.5 

1968-69 

50.4 

1.1 

7.8 

5.4 

4.1 

0.8 

1.6 

0.6 


National Income by Industrial Origin at Current Prices : 1960-61—1968-69 (Conid.) 



Other 

Trade. 

Banking 

Real 

Public 

Other 

Net 

Year 

transport 

storage, 

hotels 

& 

insurance 

estates 

& 

ownership 

dwellings 

adminis¬ 
tration & 
defence 

services 

domestic 

product 

1960-61 

1.9 

9.7 

1 2 

\9 

4 0 

6 8 

100.0 

1961-62 

2.0 

9.8 

1.3 

2 9 

4.2 

6.8 

100.0 

1962-63 

2.2 

10 0 

1.5 

3.0 

4.5 

6 8 

100 0 

1963-64 

20 

9.9 

1.4 

31 

4.5 

6.4 

100 0 

1964-65 

1.9 

10.3 

1.4 

2.8 

4 4 

6.1 

100.0 

1965-66 

2 0 

10.7 

1.6 

2.9 

4.8 

6 6 

100.0 

1966-67 

2.J0 

11.1 

1.5 

2.6 

4 6 

6 4 

100.0 

1967-68 

2.1 

11.0 

1.3 

2.2 

4.4 

6.0 

100.0 

1968-69 

2.4 

10.8 

1.5 

2.3 

4.7 

6.5 

100 0 
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economy has become small. This varies 
between three per cent and 13 per cent. 
In 1967 agriculture constituted only 
three per cent each of the economies in 
the USA and the UK, four per cent in 
West Germany, six per cent in Canada 
and 12 per cent in Japan, 13 per cent 
in Italv and seven per cent in France in 

1966. * 


m most developing countries also 
this trend has been visible. In the 
Republic of Koiea and Thailand, the 
agricultural sector shrank from 49 
per cent and 43 per cent respectively in 
1953 to 35 per cent and 31 per cent in 

1967. in Malaysia from 38 per cent in 
1960 to 28 per cent in 1966. 

In India, on the other hand, this 
sector has not changed much as it ac¬ 
counted, for about 50 per cent of the 
economy fi ojn 1950-51 to 1968-69. In 
a good agricultural year this sector's 
contribution rises last. Even today 
about four-fifths of India's population 
depend for thcii livelihood on agiicul- 
tuie, directly or indirectly The para¬ 
mount necessity today is rapid indus¬ 
trialisation of the country because the 
pace of the progress of manufacturing 
industry is much faster than other sec¬ 
tors of the economy. As for instance 
the average annual late of growth of 


manufacturing industry was 15.9 per 
cent in the Republic of Korea, 12.2 
per cent in Malaysia, 11.6 per 
cent in Thailand, 6.4 per cent in the 
USA against India’s 5.7 pei cent in 
1960-68. In the USSR it was 9.2 per 
cent per annum between 1960 and 

1968. 

Another important factor which 
i> responsible for the slow rate of pro¬ 
gress of the country is meagre domestic 
saving at about 10 per cent of national 
income per year. Poi moving India 


foiward, much moro domestic savings 
are essential for increased investments 
in different sectois of the economy. 
Even in small countries capital foi- 
mation constituted a much higher pro¬ 
portion ot the GNP. in Japan ltfoimed 
34 per cent and in the Republic of 
Korea 26 per cent in 1968, in Thailand 
25 per cent in 1967 and in Malaysia 
17 per cent in 1966. 

For raising the rate of domestic 
savings, it is necessary either to lower 
the living costs or to increase the level 


Table VI 

NATIONAL INCOME AND SAVINGS AT CURRENT PRICES 





National 

Net 

Ratio of 

Year 



income 

savings 

net 




(Rs crores) 

(Rs crores) 

savings to 






national 






income 






(7o) 

1950-51 



9.530 

541.9 

5.7 

1955-56 



9,980 

970 5 

o.7 

1960-61 



13,294 

1,167 

8.8 

1961-62 



14,050 

1,325 

9.4 

1962-63 



14,878 

1,465 

9.9 

1963-64 



17,094 

1,893 

. HI 

1964-65 



20,061 

2,058 

10.3 

1965-66 



20,621 

2,460 

11.9 


TAMIL NADU TEXTILE CORPORATION LTD. 

(Government of Tamil Nadu’s Textile Enterprise) 

MADRAS-17 

in management as Authorised Controller for : 

SHRI RANGA VILAS GINNING, SPINNING AND WEAVING MILLS LTD., COIMBATORE 
CAMBODIA MILLS LTD., COIMBATORE 
KJSHNAVENI TEXTILES LTD., COIMBATORE 
ON PARASAKTHI MILLS., COIMBATORE 
and 

COIMBATORE MLJRUGAN MILLS LTD., COIMBATORE 

Provides employment for about 3700 workers; 
offers ‘the best’ in quality yarn 2s to 100s 
carded/combed in cones and hanks, manufac¬ 
tured by its group of mills. 

Names to remember for super quality yarn: 

RANGAV1JAY ’ RANGAJYOTHI” “KJSHNAVENI” 

CAMBODIA” “OM PARASAKTHI” & “COIMBATORE MURUGAN” 




Peart Advt: & MVtg. 
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Castings and other products! 

UTTAR PRADESH 
STEELS LIMITED 

in technical collaboration with 

KOBE STEEL LTD. JAPAN 

MUZAFFARNAGAR (U.P.) 

Phones : 513 and 514 Grams : PEARLSTEEL. 
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MANY FACES OF HM 



HM appeared in the market 
with the first Indian Car. It 
soon became the most popu¬ 
lar and dependable car in the 
country. Now. three out of 
every five cars on the roa^ 
are from HM 

While HM continues to make 
the largest number of cars, 
its production range of motor 
vehicles now covers trucks, 
buses, driveaway chassis 
for various commercial uses 
Further diversification 
has brought in excavators, 
earth-moving equipment and 
heavy duty cranes. Forgings 
and structural work have also 
been undertaken in its Heavy 
Engineering Division. HM pro 
ducts find ready acceptance 
amongst transport operators, 
contractors and builders both 
at home and abroad. 

Through diversification, HM 
has accolerated the country's 
industrial growth and helped 
to provide direct and indirect 
employment to thousands of 
people. 





HINDUSTAN MOTORS LTD. 

CALCUTTA 
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independence day supplement 


of personal income so that the surplus 
can be increased. This, however, envi¬ 
sages the adoption of improved methods 
of agriculture, application of increased 
chemical manures, use of more water 
other than that available from the rains 
and sowing of high-yielding varieties of 
seeds. In industry, improved results 
will not be available only by its expan¬ 
sion but also by the application of 
modern techniques, better utilisation of 


man-power and managerial efficiency. 

Sources 

1. White Papers on tlr Estimates of National 
Product , issued by the CSO, Govern¬ 
ment of India, New Delhi. 

2. Economic Survey, 1969-70, issued by the 
Ministry of Finance, Government of India, 
New Delhi. 

3. Report on Currency and Finance , issued 
by the Reserve Bank of India, Bombay. 

4. Reserve Bank of India Bulletin, monthly, 
issued by the Reserve Bank of India, 
Bombay. 
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5. Monthly Statistics of the Production of 
Selected Industries of India, issued by 
the CSO (Industrial Statistics Wing), 
Government of India, Calcutta. 

6. First five-year Plan, second five-year Plan, 
third five-year Plan, fourth five-year Plan, 
issued by the Planning Commission, 
Government of India, New Delhi. 

7. Year Book of National Accounts ofStatistics , 
issued by the United Nations, New York. 

8. Statistical Year Book , issued by the United 
Nations, New York. 

9. Monthly Bulletin of Agricultural Economics 
and Statistics, issued by the FAO of 
the United Nations, Rome. 


Emerging Pattern of Socio-economic Development 


Onk of the remarkable achievements 
of our time has been the recapturing 
of a fading national vision under condi¬ 
tions of escalating constraints. This is 
the message of the March elections in 
this country and of the connected series 
of policy measures which now seem 
to flow with a poised and deliberate 
stance of self-assertion that we have not 
seen since the early years of indepen¬ 
dence. Then too, there were massive 
difficulties, but the leadership was able 
to push through a series of insti¬ 
tutional changes and, most important, 
to direct this nation towards economic 
development combined with a sense of 
humane purpose. We have bungled 
through economic development — that 
it has been uneven is not unexpected. 
That wc, as a nation, somewhere along 
the way also lost grip over the human 
purposes — the rationale for which 
the development exercises were planned 
— almost became calamitous. This is 
the time of recovery of lost values, 
of giving development a humane face. 

Escape from Constrictions 

The evolving political mood in our 
country seems clearly to force us to 
clarify our perspectives on not only 
what development is and entails, *but 
also on the more normative concern of 
what development should be. The mea¬ 
sure by which humane planning is to be 
judged is the degree to which it facili¬ 
tates escape from the constrictions im¬ 
posed by the forced directive that an 
initial stage of material development is 
a precondition of socio-cultural de¬ 
velopment. In a sense, the deliberate¬ 
ness with which we are now being com¬ 
pelled to link concerns of social justice 
with economic growth constitutes the 
retrieval of earlier value commit¬ 
ments, specified vividly in the Directive 
Principles of the Constitution and the 
opening chapter of our first five-year 
Plan. 

The timing is felicitous, for it per¬ 
mits vs to jom in a reassessment of the 
meaning, purpose and direction of de- 
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lopment, in an environment where even 
developed nations are undergoing a 
critical self-scrutiny along these lines. 
From having been habitually on the 
receiving end, we may now be in a posi¬ 
tion to participate in a dialogue; for 
such discussion is possible only when a 
common pool of perspectives and con¬ 
cerns is available. 

Humanising Perspective 

The increasingly inward focus of the 
developed nations is likely to serve the 
purpose of humanising their perspec¬ 
tives on approaches to development. 
They may be shifting their attention 
from unilinear models of economic 
growth to those which synchronise 
economic targets with socio-political 
values. In an historic confrontation 
with unanticipated social and political 
realities, many developed nations 
appear to find that their own concerns 
and purposes arc now more intimately 
joined with those of the underdevelop¬ 
ed world. 

One of the reasons the concept of 
development may be undergoing uni¬ 
versal radical reformulation is that the 
developed nations have iccently been 
forced to face the brutal fact that econo¬ 
mic development by itself does not seem 
to alter the contentment levels of their 
people, or strengthen proclivities to 
observe time-tested routines of political 
participation through electoral re¬ 
presentation. On the contrary, the 
political protests and upheavals which 
struck the developed nations toward 
the end of the sixties forced, and conti¬ 
nue to force a sustained re-thinking 
about what development is all about. 

The need for re-thinking is all the 
more important lor a nation like ours, 
whose scarce resources cannot be off¬ 
handedly invested in programmes re¬ 
sembling those of the developed nations, 
simply because they are present in the 
latter and arc therefore prescribed to 
us. It is a mistake to assume that what 
is needed to become developed is iden¬ 


tical w'ith what sustains development. 
Yet it is not uncommon that in litera¬ 
ture on the subject, nations arc arranged 
along a continuum, the underdeveloped 
at one end of the spectrum, the develop¬ 
ed at the other. For this purpose, data 
on socioeconomic and religio-cultural 
characteristics are lumped into conglo¬ 
merate indexes. The implication is that if 
the underdeveloped adopt the packaged 
set of strategies and goals characteris¬ 
ing the developed nations, they need 
think little further than this regarding 
their mode and pace of progress. 

But is it technically sound reasoning 
to compare, for this purpose, developed 
nations in their present stage of de¬ 
velopment with those who only now 
reach purposively for such goafs? Is 
there any point in repeating a course of 
development which has been evolved 
over at least two centuries, when in 
fact the world and technological and 
scientific levels have changed so radi¬ 
cally over this period? One would 
hope, at least, that if the accent can 
be more on innovative and creative 
forms in consonance with the technolo¬ 
gical resources available, wc can avoid 
much of the obvious pain associated 
with pa«t development elsewhere. 

Unjustified Leap 

It is also necessary to note how very 
similar in cultural outlook the present¬ 
ly available sample of developed na¬ 
tions is. Indeed, some would have 
us believe that these very similarities 
—components of the cultural environ¬ 
ment, and especially the work ethic 
embodied in the puritanical outlook 
—arc what were largely responsible 
for the progress which took place. Bit 
to conclude from this that what “is” 
is what “ought” to be seems a rather 
unjustified leap. Admittedly those 
entitled to be called developed today 
are mainly nations located in a parti¬ 
cular religio-cultural and even geogra¬ 
phic position. But these nations arc 
a few in number. Once other countries 
begin to enter their ranks, such genera- 
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Used statements and statistical measures 
of central tendency will become quite 
irrelevant. It is a doubtful assumption 
that all traditions tend to fade out once 
development wheels begin to turn. 
Thus, we may reasonably expect that, 
in a century or so from now, when the 
cultural norms associated with develop¬ 
ment are again averaged out and re¬ 
assessed, we may find that the dominant 
modes will be distinctly non-western. 
The nations today characterised as 
developed will represent a minority 
in so far as the traits currently asso¬ 
ciated with their development are con¬ 
cerned. 

It is partially for this reason that, 
contrary to the tendencies of statisti¬ 
cally-inclined analysts, attention should 
be diverted from those nations—and 
the traits they exhibit--which cluster 
about the mean, and concentrate more 
intently upon the deviants on the tails 
of the development curve. Japan, of 
course is the most obvious example: 
its cultural traits appear not merely to 
have survived the onsloughtof indus¬ 
trialization, but some maintain that 
they have actually contributed to its 
success. Tt is not difficult to see that 
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much of the Japanese tradition is closer 
to our own than are the traditions of 
developed western countries. Why 
then assume that India and under¬ 
developed nations like her, must in¬ 
evitably follow Euro-Amrican norms? 
In a similar manner, we should feel 
a compulsion to examine our own 
unique historical and cultural back- 
round, with a view to understanding 
how it can contribute not merely to the 
achievement of developmental goals as 
they are generally discussed—and 
too often taken for granted; but 
to the selection of these goals 
themselves. 

Misleading Indexes 

We also need to keep in mind that 
composite indexes of development arc 
often grossly misleading. A nation ad¬ 
vanced in one area may be very back¬ 
ward in other, perhaps even more im¬ 
portant areas. Vet not merely is the 
choice of items for inclusion in such 
indexes highly dependent upon the 
value orientation of the individual who 
is conducting the analysis, but each 
item is usually given equal weight, so 
that it is difficult to distinguish between 
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progress along material and non¬ 
material lines. 

There is a pressing necessity to free 
ourselves from such routinised exer¬ 
cises on the subject of our future 
development: more so now than ever 
before. The election manifesto, on the 
basis of which the Congress (R) was 
swept into power promised: “Provcrty 
must go. Disparity must diminish. 
Injustice must end.” These are indeed 
the universals of all political appeals in 
a nation as deprived as ours. The 
immediacy of the evocative symbols 
apart, their pressing relevance aside, 
we must freely explore the contours of 
our alternative futures. What com¬ 
bination of forces are, at present 
covertly, but in the years to come 
openly going to manifest themselves in 
our country? Anticipating the shape of 
the future is one way of intervening to 
influence its direction. 

Currently there is an obsessive pre¬ 
occupation with the realities and the * 4 
piognancics of the present. The spirit 
of this mood should be caught and 
simultaneously applied to another 
necessary task: the thrusting forward 
of informed imaginative projections 
into the unfolding future. 


Tractor Industry : Struggle for Survival 

Hi P. NANDA 


With iujllocks yielding place to 
mechanization in agriculture in recent 
years the ‘green revolution 4 took a 
major turn. The tractor had shown in 
Punjab what it could do lor the farmer 
and soon there were more customers 
than the tractors awiilablc in the 
country. Though the Indian tractor 
industry delivered 20,000 tractors in 
1970 as against 12,000 in 1967-68 there 
was undoubtedly a gap left between 
supply and demand. 

Real Demand 

What was the real demand? The 
tractor industry, through experience and 
market study, has estimated the 
demand for tractors between 50,000 
and 60,000 per annum, while the 
government estimates it to be over 
100,000 a \ear. The demand forecast 
made by the government is obviously 
based on non-genuine registrations with 
the Agro Industries Corporations of 
the states. This led the government to 
take a number of drastic measures. It 
deliccn&cd the industry and issued 
about 15 manufacturing licences and 
nearly 25 letters of intent for multi¬ 
farious brands of tractors in order to 
create additional capacities. Simul¬ 
taneously, to meet the immediate 
“demand”, the government also took 
a decision to import 35,000 tractors 
during 1970-71. More than half of this 


quantity has already been imported and 
made available to the customers at 
prices which are lower than those of 
indigenous tractors. Over and above 
the import of these 35,000 tractors 
contracted by the State Trading Cor¬ 
poration, practically every State Agro 
Industries Corporation, with the bless¬ 
ings of the Ministries of Economic 
Affairs and Agriculture, is planning to 
import “duty free” thousands of trac¬ 
tors of various makes of farmers’ 
choice. This had a very damaging effect 
on the home industry. 

Fall in Production 

While thousands of imported tractors 
await disposal at the State Agro In¬ 
dustries Corporations for months 
before customers can be found for them, 
the production of Indian tractor in¬ 
dustry has sharply fallen. Already 
the output of the indigenous industry 
has been reduced to 25 per cent of what 
it was last year and the reason is sheer 
over-stocking of tractors with com¬ 
paratively reduced credit available from 
the commercial banks and other lend¬ 
ing agencies to finance the purchase of 
tractors and other farm inputs. Three- 
fourths of the tractor sales in 1970 
having been financed by the commercial 
and land mortgage hanks, the tractor, 
indusry is finding it difficult to sell 


even what it is currently producing. 
If the tractor demand was not diverted 
to imported tractors and the industry 
was not forced to cut down production, 
the existing six tractor manufacturing 
units would have delivered nearly 30,000 
tractors in the current year. This clearly 
shows that it is not the lack of pro¬ 
duction capacity but the lack of demand 
that has created such a situation. It 
is ironical that on the one hand the 
government has allowed huge imports 
lo meet the so-called large demand for 
tractors while on the other it has forced 
the indigenous industry to reduce pro¬ 
duction or face extinction. 

Side Effects 

The effect of such a policy is equally 
bad on the small-scale industry. Thou¬ 
sands of small-scale industries supplying 
ancillaries to the tractor manufacturing 
units are now in distress for want of 
adequate business. It is painful to see 
so many of them folding up as a resual 
of the government policies, thus adding 
to the problems of unemployment ana 
industrial unrest. This is a very un¬ 
fortunate process of reversal in in¬ 
dustrialisation at a time when the in¬ 
dustry has hardly reached even the take 
off stage. 

As though it was not already enouah, 
the government’s rather one-side 



August 13, *971 


INDEPENDENCE DAY SUPPLEMENT 


% 




m" 




•' r:/ | 

j., ? . £ /*;.>' v ;\^* 

■ > " < ■ •'':•? ': ; ' '- ; , 5 •' A ;#- # 

P^: }T • 
if. 


g> w v< . - ' v 


the 


X£> 


w^ e :,, 


VQ1»'"' ^CU'T’ooWO' ' 

f n*«' e ° W ' ' uV ^ axPo^® 

*#*»* ef \o9 


vnVier' * \& Q ~ o0 e. aS \o^; H ^ po w~ *, w . 

>^jSS»2Stsf- **rjz~2Z» l .um 




*? 

r»:p£>°' 


V«^;>' . 0 ootoe. ^ C V ^ C 
ao<* P ,we 'J earS ' 0< ’ 'L f &<M3 e - 1 

\\ " lV ate ca uLe^ n^c^' 9 

' Je^ 1 P*^L ^ °° L** e 


>»° a Z c' oU Ivous' nN 
<!a^ # 


> O'< ou 

A+* gt**" 




« t t)C c °' 7 


\ 






XLvi 


EASTERN ECONOMIST 


August 13,'. 1971 




YOU SHOULD KNOW. 


We have a reputation all over India and TCC wants everyone to know 
about it 

T.C.C. stands for TRAVANCORE-COCHIN CHEMICALS. Our reputation 
stands for years of experience, modern facilities and rigid quality control to 
ensure the purity of our products. 

These high standards have contributed to TCC’s success and reputation as 
a Leader in Ihc field of Inorganic Chemicals such as: 

• CAUSTIC SODA 

• SODIUM HYDROSULPHITE 

• SODIUM SULPHIDE 

• CHLORINE 

• PURE SALT 

We are constantly endeavouring to maintain our reputation and that is why 
we think we arc someone you should know. 


THE TRAVANCORE-COCHIN CHEMICALS LTD. 

UDYOGAMANDAL, KERALA. 


<5 

* 

Aries § 


RECORD OP PROGRESS 

SYNDICATE BANK 

DURING 2 YEARS : SINCE NATIONALISATION 


Account <>f Progre>\ (From July 1969 to June 1971) 

DEPOSITS From Rs 126.86 crores to Rs 117.80 crorcs 
ADVANCES From Rs 90 36 crorcs to Rs 123.61 crores .. 
DEPOSIT ACCOUNTS From 13.10 lakhs to 21.02 lakhs 
BORROWING ACCOUNTS From 2 58 lakhs to 4.2ft lakhs 
BRANCHES From 306 to 495 . 


Rs 50.94 crorcs 
Rs 33.25 crorcs 
7.92 lakhs 
1.62 lakhs 
189 


Percentage Rise 

40.30% 

36.80% 

60.50% 

62.80% 

61.80% 


ADVANCES TO PRIORITY SECTORS 
July J969 


May 1971 



No of A/es 


Amount 

No of A/cs 


Amount 

AGRICULTURE . 

40,443 

Rs 

9.69 Crorcs 

98,251 

Rs 

16.33 Crores 

S .1 ALL SCALE INDUxTRIES 

5,932 

Rs 

10.14 Crores 

9.726 

Rs 

18.00 Crores 

TRANSPORT OPERATORS 

1,450 

Rs 

2.67 Crores 

3,768 

Rs 

4.57 Crores 

RETAIL TRADE . 

17,823 

Rs 

4.43 Crores 

26,300 

Rs 

7.03 Crores 

ASS1 STANCE TO STL DENTS 

793 

Rs 

27.64 lakhs 

3,060 

R& 91.39 Lakhs 

SELF EMPLOYED AND PROFESSIONALS 

5,320 

Rs 

72.47 lakhs 

14,206 

Rs 

1.81 Crores 

SMALL BUSINESS 

3,455 

Rs 

34.86 Lakhs 

9,691 

Rs 

99.02 lakhs 

EXPORTS . 

466 

Rs 

5.90 Crores 

823 

Rs 

9.10 Crores 


In rural areas 
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Head Office: MANIPAL 


DISTRIBUTION OF BRANCHES 

In semi-urban areas In urban areas 


170 137 

EVERY MAN S BANK FOR EVERY BANKING NEED 
SYNDICATE BANK 

(WHOLLY OWNED 60VT. OF INDIA UNDERTAKING) 


Custodian : K. K. PAI 
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attjtude to tractor pricing seems to be 
driving one more nail into the industry's 
coffin. The more tractors you produce, 
the more you stand to lose for the 
cost prices are being fixed on the basis 
of analysis of 1966-67 but demand pro¬ 
jections of 1971-72. This logic would 
baffle even a layman. 

It will be interesting to detail this 
a little more. The Tariff Commission 
examined the costs of production in 
the first quarter of 1967 on the basis of 
cost data of 1966, and submitted its 
recommendations to the government in 
1967. It would be pertinent to mention 
that whereas the prices recommended 
by the Tariff Commission were to re¬ 
main valid for two years, i.e., till 
March 31, 1969, the Ministry of In¬ 
dustrial Development did not notify 
these prices until June, 1968, thus giving 
the manufacturers barely eight months 
without allowing any compensation for 
the 15 months lost in reu tape. Since 
the Tariff Commission enquiry was 
completed, substantial investments 
have been made by the industry in 
fixed assets for import substitution, 
research and development etc., without 
corresponding increase in the return 
on capital > being allowed to them. 
Logically, an increase in the cost of 
raw materials, wages etc., should be 
reflected in the sale prices of a product 


but, somehow, the government has 
ignored this completely in the case of 
tractors. 

After the Tariff Commission enquiry 
and various subsequent examinations by 
the cost accountants of the government, 
the matter was handed over to the 
Bureau of Industrial Costs and Prices 
for a final verdict. Recent newspaper 
reports on the observations of this 
Bureau are extremely disappointing and, 
if true, they seem to be either biased or 
based on totally wrong data. Apart 
from the fact that much water has flown 
under the bridge since the tractor prices 
were notified by the Ministry of Indus¬ 
trial Development in June 1968, it 
seems not only unfair but quite illogical 
to fix any norms for the current prices 
without taking into consideration the 
rise in wages and the increase in the 
prices of raw materials and ancillaries 
since 1968, not to speak of the industry's 
additional investments in research and 
development, inports substitution 
etc. The newspaper reports indicate 
that the Bureau of Industrial Costs 
and Prices has recommended a price 
increase of 1.5 per cent to 2.5 per cent 
over the existing prices of tractors, 
whereas the costs of wages and raw 
materials have shot up by 50 per cent 
in the last three years and the cost of 
import substitution alone has risen 
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by 60 per cent. The findings of the 
Bureau seem to be too unimaginative 
to be true. Even the west European 
manufacturers have quoted 25 per cent 
to 30 per cent higher prices and the 
east European suppliers 15 per cent to 
20 per cent increase in prices for trac¬ 
tors being imported this year. 

In order to save the tractori ndustry 
in this country from the disaster which 
is staring it in the face, a few quick 
measures would have to talcen by the 
government : 

(1) Stop indiscriminate import of 
“duty free” tractors and thus 
reduce unhealthy inventories. 

(2) Present import duty of 30 per 
cent on imported tractors being 
inadequate, should be increased 
to 60 per cent or 70 per cent 
to match at least the cost of im¬ 
port substitution by the Indian 
tractor manufacturers. 

(3) Remove price controls on trac¬ 
tors, as they were introduced 
primarily to check inflation at 
the time of scarcity, i.e., when the 
Indian tractor manufacturers 
were not producing enough. 
Now, with thousands of tractors^ 


Savings wisely invested yield good returns 
while helping national prosperity. 

INVEST IN UNITS 

They are first class, because of expert management 
and diversification. 

* Safety of Capital 
- Good returns 

* Attractive concessions in income- 
tax and in Wealth-tax too. 

* Easy encashabiiity. 

Units are sold through a net work of about 9000 branches 
of banka and 17000 post offices all over the country 

UNIT TRU8T OF INDIA 

* BOMBAY * CALCUTTA • MADRAS • MW DELHI • 
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imported as well as Indian, 
awaiting the buyers at the state 
Agro Industries Corporations 
and dealers' show rooms, it is 
no longer necessary to exercise 
this control which, in any case, 
protects only the imported 
tractors. The price controls on 
Indian tractors are meaningless 
in this context. If the intention 
is to benefit the small farmer, it 
would be more logical to sub¬ 
sidise the prices of power tillers, 
pumpsets and other agricultural 
inputs because tractors are gene¬ 
rally bought by big farmers and 
on borrowed money. 

(4) If the price controls must stay, 
allow at least a legitimate price 
increase in Indian tractors so 
that the manufacturers can re¬ 


tain a reasonable margin of profit 
and thus remain in business. 

Allow premium on import sub¬ 
stitution and let those who use 
the least imported content have 
an incentive through improved 
prices. It is, in any case, less 
costly for the country to do so 
than dole out huge royalties in 
Foreign exchange. 

The economies of scale are only 
possible if the home industries 
are given the environment to 
produce enough. 

(5) Create a ‘‘Small Farmers* Aid 
Fund” by charging a little more 
for imported tractors, whose 
buyers are generally big, affluent 


farmers, and help the small 
farmers by providing agricul¬ 
tural services and inputs. 

(6) Uniform terms of credit should 
be instituted by the government 
lending agencies for Indian as 
well as imported tractors. It 
has been reported that credit 
terms up to seven years have 
been offered for IDA tractor 
imports as against three to five 
years for indigenous tractors. 

(7) Suspend further action on all 
letters of intent or manufacturing 
licences wh ;/ ?h have been hurried¬ 
ly issued, till a fair study on prices 
of Indian tractors is completed 
and exhaustive discussions held 
with the indigenous tractor 
indust ry. 


The Changing Face of Delhi 


The present phase of Delhi's develop¬ 
ment and transformation will go down 
in the history of the capital as the re¬ 
naissance period. The period began 
with the beginning of the implementa¬ 
tion of the Delhi Master Plan in 1962. 

The Master Plan was approved by 
the government of India on September 
1, 1962. The plan envisaged an urban 
area of 110,000 acres in 1981 as against 
the existing urban area of about 43,000 
acres. Thus the present area is proposed 
to be extended by about 67,000 acres. 
This has been sub-divided into various 
land uses; 30,000 acres for residential 
buildings, 4,500 acres for industrial 
purposes, 2,000 acres for commercial 
quarters, 500 acres for government 
offices, 2,000 acres for university, col¬ 
leges, and social and cultural institu¬ 
tions, and 28,000 acres for parks, pub¬ 
lic utilities and services including radio 
transmission stations. A mile-broad 
“green belf’has been earmarked around 
the urban areas. The urbanis- 
able area has been divided into eight 
self-contained planning divisions, sub¬ 
divided further into 136 development 
zones. Each planning division will be 
complete in all community facilities. 
Certain space standards in respect of 
density, coverage, floor area ratio and 
set-back have also been laid down. 

Enlarged Complex 

The Connaught Place complex will 
be enlarged to a total area of 200 
acres. 

About 22 sites for colleges have been 
marked for the university near the junc¬ 
tion of the Ring Road and Sardar 
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Patel Road. An area of about 600 acres 
lying to the south-west of the Indian 
Institute of Technology has been ear¬ 
marked for a new university and other 
educational and cultural purposes. 
Sites of about 15 acres each have been 
reserved for 20 additional hospitals 
with a capacity of 500 beds each. 

Cultural Centre 

An area covering 40 acres is reserved 
in the Old Siri Fort for the All India 
Cultural Centre. Reservation of land 
has been made for the expansion of 
the existing waterworks and for a new 
power house. A site at Pasaunda near 
Ghazi&bad in Uttar Pradesh has been 
earmarked for an alternative airport. 
New railway stations have been pro¬ 
posed with provision for extension of 
the existing ones. The plan also pro¬ 
vided for four road bridges-in addition 
to the existing road-cum-rail bridge 
over the river Yamuna. Two more 
major road links between Old Delhi 
and New Delhi have been recommen¬ 
ded. An inner Ring Road and the 
Ring Railway have been proposed fn, 
the Master Plan and the major arteriaf 
roads are to be widened. 

Not long ago, there was acute shor¬ 
tage of houses in Delhi. The roads 
presented a picture of confusion and 
chaos. Unauthorised construction was 
rampant. The old residential places; 
had been turned into semi-factory 
areas. Gardens and reserved monu¬ 
ments had been full of squatters. Mo# 
of the schools were in tents/ The shop¬ 
ping areas were overcrowded* The 
wholesale trade centres were no better 
than fish markets and a good part of 


old Delhi was dotted with unending 
clusters of shanties and slums. 

The unauthorised shanties have now 
disappeared and what Were once slums 
are now beautiful gardens and gushing 
fountains. The roads have been 
broadened. The surroundings of 
the historical Idgah and the backyards 
of Red Fort, which were an eyesore, 
have been cleared of unauthorised 
structures and given a face-lift. A 
rose garden now forms a picturesque 
backdrop to the historic Ferozeshah 
Kofla. The Jama Masjid area has been. 
beautified. A 60-acre area near the river 
Yamuna has been planned and de¬ 
veloped beyond recognition. 

Changing Skyline 

Even the skyline is beginning to 
change. Quite a few sky-scrapers have 
already conic up in the vicinity of 
Connaught Place. The area between 
Barakhamba Road and Parliament 
Street hear Connaught Place will soon 
have huge sky-scrapers. Work has 
already begun with the swift demoli¬ 
tion of existing buildings. In fact, a 
miiuatttre New York is in the offing. : 
It jta not a dream Of a distant future; 
all these changes will come about in 
five years. 

Behind the process of transformation : 
pf Delhi is the capital's Master Plan 
and its implementing agency —- the 
Delhi Development Authority. But the 
rMpojttahce of the initiative taken in 
teaiitifying the capital by local bodies 
cannot be minimised. 

The capital of India, whose, popular 
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The VIPs 



They expect us to fulfil 
our tasks honestly. 

But are we doing so 7 

Who are they ? Why are 
they so indignant ? And with 
-whom ? They are the large 
mass of India’s population, 
•cither under-employed or 
unemployed. Their 
•employment, their hopes, 
rest upon the honest 
performance of those 
employed like us, who work 
in factories, in offices, in 
government and industry. 
The employed create the 
conditions for reducing 
unemployment and under¬ 
employment. 

Every single person 


employed—manager, 
engineer, technician, 
factory worker, clerk, 
miner, doctor, lawyer, civil 
servant—has to answer 
these indignant persons; 
whether he has been more 
concerned with preserving 
and improving his 
privileged position, than 
with fulfilling his assigned 
tasks with sincerity. 

Those of us who are 
involved in the manufacture 
of steel have a special 
responsibility in meeting 
the challenge posed by these 
indignant persons, because 
there is no employment 
which does not involve the 
use of implements and 


facilities, and there are few 
implements or facilities 
which do not involve the 
use of steel at some 
stage or the other. 

Our task in Hindustan 
Steel is to meet the rising 
tide of indignation, by 
providing the steel needed 
for development. 

Dedication, discipline, peace 
at the working place and 
the will to work are our 
most important resources. 
Do not destroy them. 

Help us to build. 


^4 HINDUSTAN STEEL 

^ national trust g 

lor national growth 


am-HSP-lOA/Tl 



iervice of the nation sititt 1695 
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tiofi grew from 200,000 in 1911 to 
four millions in 1970, had to have a 

S iideline for its planned development. 

le large-scale influx of refugees from 
West Pakistan in the wake of the parti¬ 
tion of the country and the turmoil 
that followed Independence somewhat 
delayed the task of developing the capi¬ 
tal. The central government’s thoughts 
were finally focussed on Delhi’s ill- 
planned growth in the mid-fifties and 
thanks to the keenness evinced by the 
then Chief Commissioner of Delhi, 
Mr Bhagwan Sahay (now Governor, 
Jammu and Kashmir), a Master Plan 
was conceived, perhaps the biggest in 
the world for urban development. 
The Delhi Development Authority 
came into being in 1957 and it took over 
the implementation of the 20-year plan 
in 1962. 

The government created a revolving 
fund of five crores of rupees for a large- 
scale scheme to acquire, develop and 
dispose of land. The target for land ac¬ 
quisition was colossal — nearly 67,000 
acres out of which 32,000 acres have 
already been acquired. The fund has 


since revolved to Rs 67.93 crores. This 
indicates that the implementation of 
the plan is catching up despite the ini¬ 
tial difficulties. 

The Master Plan threw up guidelines 
for a proper regulated development 
of the city. To begin with, residential 
areas were declared “non-conforming” 
for industries and factories. As many 
as 18 large areas were proposed to be 
developed for industries. Some have 
already come up. Top priority has 
been given to the shifting of noxious 
industries from residential areas. 

An important aspect of the Master 
Plan is the decentralisation of com¬ 
mercial activity which is at present 
limited to a few established areas such 
as Chandni Chowk in old Delhi and 
Connaught Place in New Delhi and 
to some extent in Karol Bagh which 
has grown into a big shopping centre. 
The Master Plan envisages 15 district 
shopping complexes which will make 
almost everything available to the resi¬ 
dents of various areas locally. 

The Delhi Development Authority’s 


activities also include the housing prob¬ 
lem. It provides plots and houses to 
people having low and middle incomes. 
Nearly 61,000 plots and 5,600 houses 
have been sold so far by the DDA. 
About 30.000 more houses are proposed 
to be built by 1971-72. The result of 
this scheme has been a check on spirall¬ 
ing land prices. 

A significant feature of the DDA'i 
multifarious activities is the gradual 
shifting of busy wholesale trade mar¬ 
kets from narrow, congested areas to 
open spots. The cycle market of Es¬ 
planade Road, near Chandni Chowk, 
is being shifted to Jhandewalan com¬ 
plex in New Delhi where it would be 
the biggest cycle market in Asia and 
the wholesale vegetable market is being 
shifted to the outskirts of the capital 
near Azadpur. Connected with this is 
the shifting of the inter-state bus termi¬ 
nus from crowded old Delhi railway 
station to Kashtnere Gate. The termi¬ 
nus is functioning already. A building 
which will cost about a crore of rupees 
is under construction. 




for his 
tomorrows 
Glaxo 

work today 


Glaxo 

Mmulacttarw* ot 
FOODS * VITAMINS 
VACCINES 
PHAfMACStmCAlS 
ANTIBIOTICS 
CORTICOSTEROIDS 



INDEPENDENCE DAY SUPPLEMENT 


August 13,1971 












EASTERN ECONOMIST 


301 


Aufust 13,1971 

COMPANY MEETING 



INDIA TOBACCO COMPANY LIMITED 

Speech by the Chairman, Mr. A. N. Haksar, at the Sixtieth Annual General Meeting 

of the Company on 12th August 1971. 


INTRODUCTION—REVIEW 

My thanks go out to all of you for 
being present here today at the 60th 
Annual General Meeting of your Com¬ 
pany. We have become known as 
‘India Tobacco Co Ltd ’ since May 
1970, and one of the primary objectives 
of your Board is to strengthen identi¬ 
fication of your Company with the 
proud name it now bears. 

Mr. S.D. Gupta who was a Deputy 
Chairman of your Company retired at 
the end of March 197J, while Mr J. 
Simpson and Mr. D.P. O’Brien re¬ 
signed from the Board in November 
1970 and February 1971 respectively. 
I would like to place on record our deep 
appreciation of their services and take 
this opportunity of wishing them all the 
best for the future. 

Mr. R.C. Burns, Mr. A.K. Mitra, 
Mr. P.B.K. Murty, Mr. J.B. Singh and 
Mr. D.J. Weaver joined the Board on 
1st April this year. 

The Report of the Directors indicat¬ 
ing the trading positions in 1970-71 
is already with you, and as you will 
see, your Company has maintained 
pace in progress. 

1 would now like to draw your atten¬ 
tion to some of the achievements of 
your Company during 1970-71: 

India Kings obtained a Gold Medal 
for the third time at the World Selec¬ 
tion for tobacco and tobacco made 
products at Rotterdam in October 
1970, thus earning the distinction of 
being the only Indian cigarette to win 
so many awards. This indeed is proof 
of the international quality of Indian 
tobacco and Indian manufacture. Other 
1TC brands to win awards at this 
Selection were Windsor, Simla and Lex 
— all of them winners at previous con¬ 
tests. 

Indian Leaf Tobacco Development 



Mr. A.N. Haksar 


Co. Ltd., started by your Company and 
a part of your Company’s Group and 
leaf supplier, received in April 1971, 
the Federation of Indian Chambers of 
Commerce & Industry’s award for 
outstanding performance in the field 
of Agriculture. This award is a recog¬ 
nition of the pioneering efforts of 
your Company and its supplying con¬ 
cern, who introduced the cultivation 
of flue cured Virginia tobacco to India 
— a variety which today accounts for 
90% of India's total exports of un¬ 
man ufactured tobaccos. 

Gold Flake Filter Kings was intro¬ 
duced in the domestic market towards 
the beginning of the year under review, 
to meet the growing consumer needs 
of another prestige King size filter 
tipped brand. It has found ready 
acceptance in the areas where it has 
been marked. 

‘Great Cigarettes from India* an ex¬ 
port folder of your Company, and the 
Gold Flake Filter Kings showcard re¬ 
ceived first prizes earlier this year, as 
Publisher and Designer respectively, 
at the 14th National Awards for 
Excellence in Printing and Designing, 
conducted by the Directorate of Adver- 


tisingand Visual Publicity, Ministery 
of Information & Broadcasting. 

OUR EMPLOYEE — A REPRESEN¬ 
TATIVE OF SECULAR INDIA 

Your Board believe that the most im¬ 
portant resource in any enterprise are 
the people that work in it. and our con¬ 
fidence in the future is sustained by the 
support we have always received from 
our people. In my talk last year, l 
elaborated on your Company’s 
Management. This year, I would like 
to complete the picture by talking to 
you about the other employees of your 
Company, for it is the combined 
effort of all our people which results 
in our objectives being translated into 
reality. 

At the outset, I would like to acknow¬ 
ledge our appreciation of the work put 
in by each and every one of our em¬ 
ployees and to assure each and every 
one of them that his is a most valuable 
contribution towards the achievement 
of our common goal of continued pro¬ 
gress. In point of fact, the importance 
of industrial relations, higher producti¬ 
vity and well-being of the employee has 
gained steady momentum till today it 
is one of Government’s immediate con¬ 
cerns, For this reason the Govern¬ 
ment have been discussing these very 
problems with representatives of 
Unions and Employers. These and 
other measures Government are adopt¬ 
ing are in order that greater industrial 
harmony and productivity are estab¬ 
lished so that the economy may flou¬ 
rish. 

The Employee became an integral 
part of your Company with the start of 
its operations in 1910, and in some of 
our units today, the second and even 
the third generation of a family is with 
us. He is at the centre of your Com¬ 
pany’s philosophy of progress. In tune 
with national aspirations this philo¬ 
sophy aims at creating and maintaining 
employment and better living standards 
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within the Company, and indirectly 
in ancillary industries and trade chan¬ 
nels, which are complementary to the 
Company's business. 

Today, when over 10,000 employees 
dot the horizon of the country in all 
directions of your Company's opera¬ 
tions, he is most pre-eminently a re¬ 
presentative of Secular India. Despite 
being attached to twenty different units 
of your Company, despite practising 
different creeds, despite working in 
different climes and despite belonging 
to different groups, our employee is 
yet united in his common desire to 
contribute to the strength and growth 
of the nation and the Company. 

HIS ASPIRATIONS OUR MEA¬ 
SURES TO MEET THEM 

This contribution emerges from the 
aspirations of the Employee. Your 
Board have strong comictions about 
these aspirations based on:- 

The belief that the Employee not 
only seeks but accepts responsibi- 
lity. 

The belief that he wants challenging 
and meaningful work. 

The belief that he expects to be re¬ 
warded in consonance with his merit. 

The belief that he wants to be in¬ 
volved with the objectives of the 
Company and the Country, so that 
he works out of commitment and 
not just acquiescence. 

The belief that he desires the com¬ 
pany of his colleagues and wants to 
be treated with due respect and trust. 

In essence, the belief that he is look¬ 
ing forward not merely to employ¬ 
ment, but to the fulfilment of a career. 

Your Board do not expect and ac¬ 
cept these aspirations as a matter of 
course, nor do they take them for 
granted. They create conditions, pre¬ 
pare plans, and take measures for their 
fulfilment. 1 would now like to tell 
you about some of these measures. 

Business & Manpower Plans — Unit 
Plans 

The contribution of the Employee 
emerges from the manpower plans of 
the Company which are in turn linked 
with its business plans. The business 
plans are first translated into marketing 
efforts, the means of production and 
ancillary services, which are necessary 
i;o bring these plans to fruition. This 
brings into focus the manpower plans, 
at the centre of which is the Employee. 

Every Unit and Department works 
out its needs under the overall man¬ 
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power plan. These needs take into 
account the necessity for men in num¬ 
bers, the level of skills required in 
each segment, the type of Employee 
available and necessary to fill the 
vacancy, the planned age distribution 
of the work force, leading to staggered 
retirements, replacements and training. 

Recruitment 

Recruitment then becomes the first 
base of the operations in the manpower 
plans of your Company. It takes place 
at the basic level of manual, clerical 
or trade-tested employee. 

The recruitment net is cast as widely 
as possible: wc are in close touch with 
Employment Exchanges and Industrial 
Training Institutes. We also recruit 
candidates from Press Advertisements, 
idatives of past and present employees 
and demobilised members of the Armed 
Forces. 

You may be interested in learning 
somewhat more about our tests and 
exercises. Briefly, we have aptitude 
tests devised on sophisticated lines for 
the General Worker where three types 
of tests are given — the Sorting, the 
Cube Construction and the Assembly 
Test. The advantage of these is that 
instructions are non-verbal, the medium 
of a film being used before each test is 
given to explain what it involves. To 
recruit the skilled worker, we administer 
Engineering Tests which are in actual 
form. Trade Tests of a more complex 
nature. 

A competent and trained group of 
men who place paramount importance 
on merit and objectivity is given the res¬ 
ponsibility of carrying out these indivi¬ 
dual and group interviews, tests and 
exercises, all aimed at bringing out 
evidence of performance, actual and 
potential in the recruit. 

Induction 

Once the Recruit becomes the Em¬ 
ployee, he goes through a programme 
of Basic Induction which is intended 
to introduce him to the work of his unit, 
and create a spirit of camaraderie 
which needs must exist among men 
working in the same organisation. 

Training 

In your Company training is a conti¬ 
nuous process, and forms an important 
part of the employee’s career. It is 
based on the principle 'to each accord¬ 
ing to his need’ and is planned on the 
basis of gaps as revealed by the Merit 
Rating System. 

In the first instance, there is a conti¬ 
nuous effort of seniors to develop the 
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employee ‘on the job\ This is supple¬ 
mented at higher levels by formal 
training away from the job, in which 
the employee is initiated to advanced 
knowledge and skills underlying each 
process, as well as the basic principles 
of supervisory leadership and work 
methods. 1 am happy to report that this 
year two of our skilled workers are 
scheduled to proceed to Germany For 
further technical training. 

Your Company’s Technical Training 
Centre in Bangalore, to v^hich I drew 
attention last year, is the only one of 
its kind in India and one of the most 
advanced centres of its kind in the 
Tobacco Industry. Instructors and Se¬ 
nior Technicians, deputed by factories 
are trained here. After training, they 
act not only as multipliers for training 
of other employees, but serve to raise 
the technical training standards within 
each unit. 

l.L.T.D.'s Training School at Hunsur 
(Mysore) set up in 1965, looks after the 
leaf side of operations. Equipped with 
its own library and field laboratory it 
imparts practical training toXompany, 
non-Company and Government per¬ 
sonnel in the growing of tobacco from 
the seed to the curing stage, and also 
arranges for lectures on tobacco and 
allied fields. This School is evidence 
of our commitment to providing train¬ 
ed personnel to the Industry. 

Merit Rating 

Training goes hand-in-hand with 
merit rating which is a system whereby 
the performance of the employee is 
assessed formally at least once a year. 

According to this system, the Mana¬ 
ger in charge of each Department 
assesses the merit of the employee on a 
graduated scale. If he shows promise 
of potential for a higher job, this is 
also assessed and confirmed, and fol¬ 
lowed with a tailor-made training pro¬ 
gramme to suit his need and to help 
him realise this potential. 

Promotion 

Merit rating highlights in a comp¬ 
letely bias-free perspective the element 
of merit which is«central in all promo¬ 
tions. Your Company’s practices — 
such as promotions to jobs involving a 
high degree of skill being determined 
by trade tests are devised so as to en¬ 
courage merit. Furthermore, the rest¬ 
riction of outside recruitment wherever 
possible in the lowest respective levels 
serves to illustrate this practice. And 
finally, within the Company itself a 
search is made across all departments 
to identify candidates to fill higher 
positions of supervision and responsibi¬ 
lity. Indeed, I am happy to report that 
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over a third of your Company’s exist¬ 
ing Managers have been thought fit to 
be promoted from the unionised cadres. 

Eirldneot of the job — Innovation 

The work of the employee is never 
left to chance. Supervisors and mana¬ 
gers at each unit analyse the job of the 
employee, try to put responsibility 
and interest in it, and endeavour to 
give him a sense of achievement, re¬ 
cognition and enrichment. 

The employee himself is encouraged 
to look at his job in a spirit of enquiry. 
Thus, many of them have been res¬ 
ponsible for innovations in such fields 
as process, flow of work, distribution 
of the product, forms of sales promo¬ 
tion, etc. The employee enriches his 
own job and that of his colleagues in 
this manner. 

Leisure Self Reliance •— Future 
Plans 

Your Board recognise that the em¬ 
ployee has problems at leisure also and 
therefore sha**e his concern with these 
problem* by ? helping him solve them. 
Your Board’recognise that it is to the 
employee’s benefit to be self-reliant, 
and therefore it has been one of their 
avowed policies to actively encourage 
self-help at all times. Your Board 
recognise that the needs and aspirations 
of employees are changing with the 
times, and therefore, future plans that 
are being formulated are in consonance 
with the changing environment. 

Your Company comes forward with 
loans and grants for co-operative bodies 
which arc engaged *n hous'ng, credit, 
retail shops and other activities that 
are managed and controlled by the 
employee himself. At numerous 
points recreation and reading rooms are 
provided as well as facilities for indoor 
and outdoor games and other cultural 
activities. At some points, your Com¬ 
pany has built Institutes complete with 
stage and auditorium. 

It might not be out of place here to 
mention that in pursuance of your 
Company's policy of encouraging self- 
help, we have recently loaned a letter 
press printing unit to the Union at one 
of our factories in order that they may 
develop a profitable small scale in¬ 
dustry. 

INDUSTRIAL RELATIONS — OUR 
BELIEFS 

Having spoken on the employee as 
an individual and the measures your 
Company takes to fulfil his aspirations, 
I, would next like to say a few words 
about your Company’s philosophy and 
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beliefs which have influenced and 
moulded its Industrial Relations policy: 

Your Company believes in trade 
. unionism. 

Your Company believes that the 
greatest measure of industrial har¬ 
mony can be achieved through 
collective bargaining, with a strong 
and representative trade union. 

Your Company believes that the 
strength of a trade union stems from 
the active participation and full 
commitment of its members. 

Your Company believes in the formal 
recognition of one trade union. 

Your Company believes that terms 
and conditions of service of its 
unionised employee should be settled 
with the recognised trade union 
through collective bargaining. 

Your Company believes in the mutual 
settlement of disputes and differences 
through negotiation. 

Your Company believes that in the 
solidarity of the unionised employee 
lies the greatest strength of the em¬ 
ployer and the employee. 

TRADE UNIONS 

Your Board takes legitimate pride 
in the fine record of Industrial Relations 
set by your Company over the years. 

We were among the first in the orga¬ 
nised sector of industry to recognise 
trade unions, to even welcome the form¬ 
ing of some where none existed before, 
and to enter into a series of Long Term 
Agreements with them covering the 
terms and conditions of service of our 
employees. 

Recognition once conferred on a 
Union must be regarded as sacrosanct. 
Multiplicity of trade unions is perhaps 
the one factor that has been most res¬ 
ponsible for unhealthy industrial rela¬ 
tions in the recent past. I would sub¬ 
mit that Government should do every¬ 
thing within their purview to discourage 
not only the formation and growth of 
multiple trade unions, but any attempt 
by an employer to negotiate with more 
than one recognised Union. The mere 
signing of an agreement does not mark 
the end of an industrial dispute. Im¬ 
plementation is vital and an agreement 
can only be implemented satisfactorily 
if it has the complete support of all 
the employees concerned, it is partly 
for this reason that your Company 
has consistently followed a policy 
of ‘one Unit one Union', and 
the climate and atmosphere of your 
Company encourages the forming of a 
House Union at each point. The worker 
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is becoming increasingly articulate 
and there can be no doubt that he wants 
to bc.as close to the collective bargain¬ 
ing process as possible. It is this pro¬ 
ximity that provides the involvement 
and commitment of the employee which 
is so essential for harmonious industrial 
relations. 

LONG TERM AGREEMENTS (1965) 
—JOINT COMMITTEE 

Enduring industrial harmony can 
only be possible in a climate of mutual 
goodwill, trust and confidence. I 
would like to give an example of the 
willing co-operation that can be ob¬ 
tained, and the results that can be 
achieved where such an atmosphere 
exists. 

Long Term Agreements at your 
Company's Head Office and at almost 
all its Branches were due for renewal 
in early 1964. During the preceding 
>car, sales had dropped alarmingly and 
our factories were working well be¬ 
low their capacity. Under these cir¬ 
cumstances, your Company found it¬ 
self unable to accept any further finan¬ 
cial burden on the expiry of Long Term 
Agreements. 

At a Conference in Calcutta between 
the representatives of certain of our 
recognised trade unions and of the 
management, the Company's difficul¬ 
ties and reasons for its inability, to 
take on any further burden were ex¬ 
plained, and the union representatives 
were requested to agree to a Morato¬ 
rium on further increases in wages for 
a period of one year. As a result of 
the goodwill and mutual trust that had 
been built up over the years our unions 
willingly pledged their co-operation and 
agreed to grant the Moratorium. 

The unions also accepted our offer 
to set up a Joint Committee comprising 
4 representatives of unions all over 
India and 4 representatives of manage¬ 
ment, to examine and recommend 
changes, if any. in the structure of emo¬ 
luments of the workmen. 

It is gratifying to recall that the Joint 
Committee submitted an unanimous 
report, which was, in principle, accep¬ 
ted in its entirety by the Company 
and by our unions all over India. The 
Long Term Agreements that were then 
signed in 1965 and later, on the basis 
of the recommendations of the Joint 
Committee, set a pattern for the future 
wage structure, and the first step was 
taken towards an enhanced and more 
realistic basic wage by merging a part 
of the dearness allowance, as also to¬ 
wards removal of the more glaring dis¬ 
parities in remuneration that existed 
at that time between the various 
units. As a result of the Joint Commit¬ 
tee's recommendation the Dearness 
Allowance at all Branches was at that 
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time, linked to the All India Average 
Consumer Price Index (1949=100). 
An additional advantage was that it 
made for a less fluctuating pay packet 
which appealed not only to the em¬ 
ployee, but also enabled the Com¬ 
pany to forecast its labour costs more 
accurately. 

MINIMUM NEED BASED WAGE 

Your Company recognised and accep¬ 
ted the responsibility to develop a mini¬ 
mum need based wage. The Joint 
Committee also went into this aspect at 
considerable length and after taking 
into account the recommendations of 
the Fifteenth Labour Conference and 
examining other data including prices 
ascertained from statistics maintained 
by the Central Statistical Organisation, 
supplemented wherever necessary by 
figures obtained by the Company from 
each of its Branches, Wage Board 
Awards, inter-company comparisons, 
etc., unanimously agreed on the quan¬ 
tum of the minimum wage. Your Com¬ 
pany adopted the Joint Committee's re¬ 
commendations by making ad hoc pay¬ 
ments wherever necessary to bring 
wages up to the required base. 

PRODUCTIVITY 

For many years even before the sett¬ 
ing up of the Joint Committee your 
Company had been greatly concerned 
about the low productivity rate in cer¬ 
tain of its factories. This was yet an¬ 
other aspect which was examined at 
length by the Joint Committee and taken 
into account when their final recom¬ 
mendations were made. Quite apart 
from the Joint Committee’s efforts your 
Company has, at all levels, been, for 
many years, highly productivity cons¬ 
cious and mindful of the dire conse¬ 
quences of a spiralling wage bill with¬ 
out a concomitant increase in produc¬ 
tivity. In point of fact, all factories now 
work on a 3-shift basis, with continu¬ 
ous gearing of available plant and 
equipment to provide for progressively 
increased production. 

The current round of Long Term 
Agreements which were negotiated in 
1970-71 with our unions, saw the intro¬ 
duction of an Annual Productivity 
Scheme linked to productivity as en¬ 
visaged by the Payment of Bonus Act 
in lieu of the statutory profit sharing 
bonus. Under this scheme payment is 
directly related to the productivity of 
the Company’s entire workforce sub¬ 
ject naturally to the safeguard of a cer¬ 
tain guaranteed minimum. One of 
the benefits of the scheme is that wor¬ 
kers can improve their earnings by im¬ 
provement in production. Your Board 
believe that this scheme does not mere¬ 
ly make the employee productivity 
conscious, but is ateo result and action 
oriented and creates a sense of involve¬ 


ment. He is freed from the anxieties 
of a lower bonus in the event of reduced 
profits or a change in the Company’s 
capital structure — factors over which 
he has no control. Above all, under 
this scheme, there is no ceiling on what 
a worker may earn — the only pre¬ 
condition is that the productivity 
of the workforce as a whole must also 
rise. 

In addition, at each of the factories 
where fresh Long Term Agreements 
were signed in 1970, your Company 
introduced in supersession of the earlier 
sectional efficiency and over money 
schemes, a Monthly Productivity Pay¬ 
ment Scheme embracing all the workers 
at each factory and under which the 
monthly payment was linked to the 
productivity of the factory as a whole. 
Here, I would like to recount briefly 
an interesting incident which took place 
at one of our units. The union in this 
particular factory employed the ser¬ 
vices of an Industrial Engineer, to exa¬ 
mine the Productivity Scheme. After 
careful investigation, this Industrial 
Engineer, who was of their own choos¬ 
ing, advised that in order to merit maini- 
mum productivity payment, their in¬ 
dustrial output should be higher than 
that suggested by the Company. 

LONG TERM AGREEMENTS — 
1970/71 

Long Term Agreements have been 
satisfactorily concluded in 19 of our 
20 Branches, and the last Agreement is 
due to be finalised shortly. 

In this round of Agreements, we have 
built further on, and advanced, the 
pattern and concepts recommended by 
the Joint Committee — the basic wage 
has been further enhanced and the 
variable dearness allowance constitutes 
an even smaller component of the total 
pay packet. Furthermore, all earnings 
besides the basic wage and dearness 
allowance are for each member of the 
workforce linked to productivity — 
in the case of the Annual Productivity 
Bonus to the productivity of the Com¬ 
pany as a whole, and as regards the 
Monthly Productivity Payment at fac¬ 
tories to the productivity of each 
factory. All this is evidence of your 
Company's deep concern for increasing 
productivity—a concern which it shares 
with Government. 

PERSONNEL research cell to 
MEET EMPLOYEE NEEDS 

Such success as we might have 
achieved in the Industrial Relations 
sphere would never have been possible 
without the progressive and construe* 
tive leadership of our unions and the. 
willing co-operation Pf our employees. 
They continue not only to protect your 


investments but to put them ever pro¬ 
gressively to productive use. 

It cannot be gainsaid that sound per¬ 
sonnel policies must be founded on in¬ 
formation mid knowledge obtained 
scientifically and compiled systemati¬ 
cally regarding the attitudes, the needs, 
the hopes, the anxieties and the aspira¬ 
tions of the employee. In order to build 
up this systematic body of information 
your Company has recently set up a 
special Research cell in the Personnel 
Department, one of the main tasks of 
which is to obtain a greater knowledge 
of the real needs of workers in the con¬ 
text of absenteeism in a rural economy, 
the social aspects of indebtedness, edu¬ 
cation etc. I am hopeful that as our 
studies progress, the policies we fashion 
will be increasingly enlightened and re¬ 
warding both for the Company and 
the employee. 

Your Board strive with these and 
other practical measures, undertaken 
in a spirit of constructive partnership, 
to offer the employee not just employ¬ 
ment, but a career, not just a job, but 
job satisfaction, not just work, but 
constructive participation in day to day 
activities, not just security, but advance¬ 
ment. Above all, your Board seek to give 
him a sense of belonging and participa¬ 
tion, a sense of pride that he is part of 
a team working towards the achieve¬ 
ment of his Company’s goal and his 
own. 

DIVERSIFICATION—CONCLUSION 

I would like to conclude by attempt¬ 
ing to look at the future. As you are 
aware. Government would like Com¬ 
panies such as yours to make a larger 
contribution in certain key areas of the 
economic field which would result in 
greater business opportunities all round. 
Your Board therefore, have been in¬ 
vestigating the opportunities available 
for diversification in India with more 
specific reference to direct and indirect 
foreign exchange earnings for the coun¬ 
try. This work is being given a very 
high degree of priority, and a separate 
cell entrusted to a Member of the 
Board has been established for this set 
purpose. 

Finally, as I stressed last year, my 
confidence in a bright future, for the 
country, and therefore your industry 
in general, remains* unaltered. This 
belief has now been strengthened into 
a conviction due to a stable Govern¬ 
ment coming into power at the Centre. 
Your Company, acknowledged as the 
pioneers of the tobacco and cigarette 
industry, will not rest on past laurels, 
but will continue to pursue its policy 
of spearheading progress for the all 
round benefit of the country, 

(This does not purport tp bp a report 
of the proceedings of thp Annual Gene* 
ral Meeting.) 
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This giant ship was completed 
in record time - thanks to the 
engineers, technicians-and IOL. 



That's right, IOL. 

IOL electrodes and arc welding 
equipment were the natural 
choice for the welding of this 
ship's hull. Natural because 
they have been the pioneers in 
india in these and many other 
allied fields. Manufacture of 
automatic arc welding consu¬ 
mables, for instance. Or install¬ 
ation of entire pipeline systems 
r or supply of gases. Or oxygen 
*or high altitudes. Or, nitrogen 
for malleablising and annealing 
furnaces. Or...but one ha* to 
atop somewhere. 

Today, new frontiers are being 
)pened. IOL have already 
launched on manufacture of air 
separation plant and associated 
cryogenic equipment. Plans are 
being drawn up for further 
diversification into new areas 
and for improving the existing 
range of products. 

By constantly innovating, IOL 
have always kept abreast of the 
latest technology. And with 
their products and technical 
services, help the nation's 
defence forces, steel mills, 
fertilizer and chemical plants 
and the engineering industry. 
Their international association 
has enabled IOL to bring the 
latest advances and research 
abroad to the service of Indian 
industry. 

Indian Industry 
needs Indian Oxygen. 


INDIAN 

OXYGEN 

LIMITED 
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BALANCE SHEET OF THE STATE BANK OF 

As at 31st Decrmber, 1969 

CAPITAL ANI* LIABILITIES 

As at 31st December, 1970 

Rs. P. Rs. P. 

Rs. P. Rs, P. 

1,00,00,000.00 

1. Capital : 

Authorised Capital—1.00,000 shares of Rs. 100/- 
each 

1,00,00,000.00 



35,00.000.00 

Issued, Subscribed and Paid-up Capital—(pur¬ 
suant to Section 7 (1) of the State Bank of India 
t Subsidiary Banks) Act, 1959) — 35,000 shares of 
Rs. 100/- each 

35,00,000.00 

«. 

35,56,000.00 

2. Reserve Fund and other Reserves .. 

36,14,000.00 

25,69,92,43; IS 

13,86,40,766 23 
55,42,74.768.48 15.86,41,569.07 

3. Deposits and other Accounts : 

* Fixed Deport* 

Savings Bank Deposits 

* Current Accounts, Contingency Accounts,etc. 

27,21,62,340.75 

17.42.19,752.49 

14,80,69,148.00 59,44,51,241.24 

— 

4. Borrowings from other Banking Companies, 
Agents, etc. : 

**( j ) In India 

(u) Outride India . . 

< 

2.00,00,000 00 
— 2,00,00,000.00 

29,46,859 65 

5. Bills Payable . 

46,79,235.48 


6. Bills for Collection being Bills Receivable as per 
contra : 


4,11,76,084.14 
4,11,76,084. 14 — 

(*) Payable in India 
(li) Pavable outside India .. 

4.65,66,203.21 

- 4,65,66,203.21 

1,75,000 00 
80,78.116.60 
1,20.60.306 5S 

2.04,78,178 39 1,64.755 21 

7. Other Liabilities : 

Dividend for the year 

Branch Adjustments 

Others 

Liability on account of assets taken for collection 
of taken-over Bank as per contra 

1,75,000.00 

2,75,10,455.17 

1,21,65,448 82 

1,50,003.75 4,00,00,907.74 

1,21,35,881.28 

8. Acceptances, Endorsements and other Obligations 
as per contra 

3,13,00,723.58 

1,734 94 
3,73,262.78 

9. Profit and Loss : 

Balance brought forward from last year ,. 

Profit for (he year . „ 

3,996.87 

2,89,252.30 

3.74,996 87 

, 

2,93,249.17 

1,71.000.00 
25.000.00 
3,996.87 1.75,000.00 

Less Appropriations 

Amount transferred to Reserve Fund > . • 

Amount transferred to. Staff Welfare Fund 

Amount set aside for payment of Divided 

58,000.00 

30,006.00 

1,75,000,00 30,249.17 

17,69,419.26 

84,07,307.72 

2,36,664.43 

10. Contingent Liabilities ^ . 

Claims against the Bank hot at&ii^Mtged 
debts .. _ ;: v ., . t : ^ ;> * v ; ^ 

Guarantees given on behalf of customers ^ 

Outstanding forward exchange 

Contracts (Sale) „ 9? 4 * 

% y ;A- . 

•18,11,338.57 

-1,36,54,489.99 

j „2,3b,930.91 

* 

/£ : V 

■ ' V' . V f p , f - 1 *<4n'. 

. • i --**'1 j -. \ . ” 1 ^4T)t , ; * 

63,80.71.748.81 TOTAL : 

,v 

TOTAL 74,41,42,560 42 


LJ ^ ' " *. 11 ■■ —« i i . . i H m — ■ i n . . . . m, m I n» ■ m *4wfP* mm* 

♦Includes staff welfare fund, ownership whereof vests in the Bank. x 
** Secured bv pledge of Government Securities of the face value of Rs. 2,58,67,800/- as per contra. 

Figures of the previous year have been recast to make them comparable with those pf the current year- , ,. 
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PAPULA AS AT 3IST DECEMBER* 1970. 


As at 31st December, 1969 

--- PROPER: 

Rs. F Rs. P. 


PROPERTY AND ASSETS 


5 , 63 , 16 , 020.45 


33,78,360.76 


14,39,08.313.24 


37,08,24,331.16 


4,11,76,084.14 

1,21,35,881.28 


8,21,172.01 


11,83,885.93 


33,03,170.17 

75,190.59 


14,27.93,847.63 

5,495.00 

18,970.61 

8,90,000.00 

2,00,000.00 


35,46,71,821.10 


1,61.52,510.06 


4,11,76.084.14 


8,83,037.53 
1.12,462.16 
9,95,499 69 
1,74,327.68 

16,78,140.23 

3,73,843.62 


4,250.19 

20,47,733.66 

8,63,847.73 

62,61,212.14 

15,50,038.14 

5,138.10 


1,42,170.79 
20,053.37 
732354716 
1,15,833.39 


1. Cash : 

In hand and with Reserve Bank & State Bank of 
India' (including foreign currency notes) 

2. Balance with other Basks : 

On Current Account On Deposits 

(i) In India 93,49,562.49 1,50,00,000 00 

(ii) Outside India 1,11.021 34 — 

3. Money at Call and Short Notice 

4. Investments : fat or below market value) 

(i) Securities of Central and State Govern¬ 
ments and other Trustee Securities (includ¬ 
ing Treasury bills of Central Government) 
Rs Nil 

Previous Year Rs. 1,48,87,500/- 

(ii) Shares 

(a) Fully Paid Preference 5,246 50 

(b) Fully paid Ordinary 18,970.61 

(iii) Debentures or Bonds 

(iv) Other Investments 

(v) Gold. 

5. Advances : 

(Other than bad & doubtful debts for which pro¬ 
vision has been made to the satisfaction of the 
auditors) 

(i) Loans, Cash Credits, Overdrafts, etc. 

(a) In India. 

(b) Outside India 

(ii) Bills discounted and purchased 

(a) Payable in India 

(b) Payable outside India. 

(Particular of advances : See separate 
statement appended) 

6. Bills Receivable being Bills for Collection as per 
contra : 

(i) Payable in India 

(ii) Payable outside India 

7. Constituent's Liabilities for Acceptances, Endorse¬ 
ments and other obligations as per contra 

8. Premises less Depreciation : 

Total cost upto the 31st December, 1969 
Additions 

Less Depreciation 

9. Furniture and Fixtures less Depreciation : 

Total cost upto the 31st December, 1969 
Additions 

Less Deductions 

Less Depreciation. 

10. Other Assets : 

Adjusting Account of Interest, Commission, etc. 
Stationery, Stamps, etc. 

Security Deposits 

Motor Car and Van 

Cost as at 31st December, 1969 1.62,224.16 

Additions 1,71,027.45 

057501 

Less Depreciation 1,79,278.95 


As at 31st December, 1970 

Ite. p! Rs! pT 


4,37,63,339.65 


2,44,60,583.83 


16,86,96,950 88 


24,217.11 

8,90,000.00 

2,00,000.00 


Mil 


16,98,11,167.99 


39,12,27,137.64 


2,55,05,333.93 


4,65,66,203.21 


41,67,32,471.57 


4,65,66,203.21 

3,13,00,723.58 


9,95,499.69 


Property not used as Bank Premises less depre- 

1,157.99 ciation . 

Assets taken over for collection of taken-over 

1,64,755.21 Bank as per contra. 

Advance payment of telephone rents under Q. Y.T. 
80,40,391.69 11,699.34 Scheme 

II* Non Bunking Assets acquired In satisfaction of 
2,87,398.15 Clolms (at estimated market value) 

— 12. Profit and Loss . 

TOTAL 


Figures ptf the previous year have been recast to make them comparable with those of 




1,157.99 

1,64,755.21 

11,699.34 


' '9,95,499.69 

1,94,975.50 8,00,524.19 

20,47,733.66 

5,91.251.79 

26,28,985:45 

1,937.54 

"26,57,047791 

10,72,475.02 15,64.572.89 

75.44.039.09 

9,70,166.78 

5,904.60 

85,20,110.47 


1,53,972.66 


1,129.05 

1,50,003.75 

35,0i3.34 88.60,229.27 


2,82,744.24 


TOTAL 


the current year. 
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PARTICULARS OF AD\ ANCES 


As at 31st Dec., 1969 


At at 31st Dec., 1970 


31,49,56,719.02 

47,07,282.13 

5.11,60,330.01 
Nil 

37,08,24,331. 16 
9,07,106 17 


9,95.019,85 


Nil 

2,39,08,463.41 


(i) Debts considered good in respect of which Bank is fully secured. 

(ii) Debts considered good for which the Rank holds no other secui ity than the deb¬ 
tors personal security 

(iii) Debts considered good, secured by the personal liabilities of one or more parties 

in addition to the personal security of the debtors. 

(iv) Debts considered doubtful or bad, not provided for. 

(v) Debts due by Directors or Local Board members or officers of the Bank or any 

of them cither severally or jointly with any other persons. 

f vi> Debts due by companies or firms in which the Directors or Local Board Mem¬ 
bers of the Bank are interested as Directors, Partners or Managing Agents or, 
in the case of private companies, as members. Please see separate statement 

on page 307 . . 

{ \ii) Maximum total amount of advances, including temporary advances made at 
any time during the year to Directors or Local Board Members or Officers of the 
Bank or any of them either severally or jointly with any other persons .. 

(viii) Maximum total amount of advances, including temporary advances granted 
during the year to the companics/firms in which the Directors or Local Board 
Members of the Bank are intetested as Directors, Partners or Managing Agents 
or, in the case of piivate companies, as members. 

(ix) Due form banking companies 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 


Year ended 
31-12-1969 


Rs. P. 


1,69,42.168.50 


96,46.705.67 


2,9f 0.00 


4,16,791.94 
78,317.72 

3,77,931.48 

6.000.00 


2,58,338.20 
2,74,130.29 


8,42,479.49 

3,73.262.78 


EXPENDITURE 


1. Interest paid on de¬ 
posits, Borrowings, 
etc. 

2. Salaries and Allow¬ 
ances and Provident 
Fund. 

3. Directors and Local 
Committee Members 
Fees and Allowances 

4. Rent, Taxes, Insur¬ 
ance and Lighting, 
etc. 

5. Law Charges 

6. Postage, Telegrams, 
and Stamps 

7. Auditors Fee 

8. Depreciation on and 
Repairs to the 
Bank's propert> 

9. Statiorery, Printing, 
Advertisement, etc. 

10. Loss from sale of. or 
Dealing with Non- 
Banking Assets 

11. Other Expenditure 

12. Balance of Profit 

(i) Item No. 9 
includes 

Rs. 42,814.78 spent 
on publicity. 

(ii) Amount spent 
on Public Re¬ 
lations. Rs. Nil. 


Year ended 
31-12-1970 


Rs. P. 


2,07,49,305 35 


1,34,56,798 38 


3,920 00 


5,39,163 25 
62,875 03 

4,86, i 49 99 

6,000 00 


3,56,039 37 
3,88,082 28 


11,77,382 95 
2.89,252 30 


38,141 76 


64,222 50 


35,73,32,227.36 

1,11,53,915.00 

4,82,46,329.21 

Nil 

41,67,32,47175 7 
13,38,375.13 


ENDED 31ST DECEMBER, 1970 
INCOME 

Year ended (Less provision made 

31-12-1969 during the year for bad 

and doubtful debts and 

-other usual or necessary 

Rs. P. prov isions) 

2,51,29,574 34 1. [merest and Discount 

37,19,692/54 2. Commission, Ex¬ 

change and Brokerage 
22,295 23 3. Rents 

4. Net Profit on sale of 
Investments, Cold 
and Silver, Land, 
Premises and other 
assets (not credited 
to Reserves or any 
particular fund or 
2,45,159 70 account) 


5. Net Profit on Reva¬ 
luation of Invest¬ 
ments, Gold and Sil¬ 
ver, Land, Premises 
Sc other Assets tnot 
credited to Reserves 
or any particular ftind 
or account) 

6. Income from Non- 
Banking .Assets and 
Profit from sale of or 
Dealing with such 

assets % 

7. Other Receipts 
(including subsidy 
from the State Bank of 

India id terms of Sec¬ 
tion 48 of the State 
Bank of India (Sub¬ 
sidiary Banks) Act, 
1959 Rs, 1,62,348/- 


14,42,875.26 


Nil 

1,56,19,298.84 


Year ended 
iJl-12-1970 


Rs. P. 
3,29,10,850/95^ 

43,13,372.03 

18,360.00 


66,225.31 


23,689.70 


1,82,470.92 


2,92,19,086.07 _ TOTAL 3,75,14,968 90 2,92,19,086 07 tOTAL _ 3,75,14,9 68.9( 

Notes : 1. Provision for Bonus foi 1970 of Rs. 7.45 lacs has been made oUt of current income. :: 

2. Figurcs-of the previous year have been recast to makfr them compar abf^witf* those of the current year. 
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APPROPRIATION OF PROFITS 

THE DIRECTORS REPORT THAT, THE USUAL AND NECESSARY PROVISIONS HAVING BEEN MADE, 

THE NET PROFIT OF THE BANK FOR THE YEAR ENDED THE 31ST DECEMBER, 1970 AMOUNTED 
TO RS. 2,89,252.30 WHICH, WITH RS. 3,996.87 BROUGHT FORWARD FROM LAST YEAR, MAKES 


A TOTAL OF RS. 2,93,249.17. 

1969 1970 

- This sum, the Directoi s of the Bank have disposed off as follows:— - 

Rs- P- Rs. P. 

1,71,000.00 Transferred to Reserve Fund . 58,000.00 

25,000.00 Transferred to Staff Welfare Fund . 30,000.00 

1,75,000.00 ‘Dividend @ 5% . 1,75,000.00 

3,996.87 Balance carried forward to the Piofit & Loss Account . 30,249.17 

3,74,996.87 2,93,249.17 

‘Subject to deduction of tax. 


STATEMENT GIVING AN ANALYSIS OF SUB-HEAD (vi) OF ADVANCES BEING DEBTS DUE BY 
COMPANIES OR FIRMS IN WHICH THE DIRECTORS OF THE BANKING COMPANY ARE 
INTERESTED AS DIRECTORS, PARTNERS OR MANAGING AGENTS OR, IN THE CASE OF 
PRIVATE COMPANIES, AS MEMBERS, REFERRED TO IN THE DIRECTORS’ REPORT 


As at 3lst 


As at 31st 

December 1969 

Debts due by : 

1. Public Companies 

in which the Directors of the Bank arc interested 

December, 1970 

Nil 

fa) As Directors only (holding no shares) 

(b) As Directors and Members 

Nil 

Nil 

(i) Holding not more than 2 per cent ot the Paid-up Share Capitai 

Nil 

Nil 

(ii) Holding more than 2 per cent of the Paid-up Share Capital 

Nil 

Nil 

(c) (i) As Managing Agents personally 

Nil 

Nil 

(ii) As Partners in Managing Agency Firms 

(iii) As Directors/Members of Managing Agents (This is included in items 

Nil 

Nil 

1 (b) (i) and (ii) 

Nil 


2. Private Companies 

in which the Directors of the Bank are interested 


Nil 

(a) As Directors only (holding no shares) 

Nil 

Nil 

(b) As Directors and Members 

Nil 

Nil 

(i) Holding not more than 2 per cent of the Paid-up Share Capital 

Nil 

Nil 

(ii) Holding more than 2 per cent of the Paid-up Share Capital 

Nil 


(e) As Members only 


Nil 

(i) Holding not more than 2 per cent of the Paid-up Share Capital 

Nil 

Nil 

(ii) Holding more than 2 per cent of the Paid-up Share Capital 

Nil 

Nil 

(d) (i) As Managing Agents personally 

Nil 

Nil 

(•i) As partners in Managing Agency Firms 

Nil 

Nil 

(iii) As Directors/Mejnbers of Managing Agents (This is included in item 



2(b) (i) and (ii) 

Nil 


3. Firms 


Nil 

in which the Directois of the Banking Company arc interested as Partners 

Nil 


Nil Nil 


We have checked the above analysis with the records of the Bank and with the certificates furnished by each of the Direc¬ 
ted of the Bank regarding their respective percentages of holdings in the paid-up share capital of the bon owing companies and 
have found it to be correctly made up. 

BOMBAY, N. M. RAIJI & CO.. 

Dated, 19th February, 1971 Chartered Accountants. 
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particulars of remuneration RELATING to the general manager, 

STATE BANK OF PATIALA, HEAD OFFICE, THE MALL, PATIALA 
FOR THE YEARS 1969 AND 1970 


For the 

Salaries 

Allow- 

Sitting 

Bonus Employers' 

Payments 

The monetary 

Total of items 

year 


antes 

fees 

contributions 

by way of 

value of any 

(i) to (vii) 

ended 




io Provident 

gratuities, 

other benefits 


31st 




Fund, Pension 

pensions or 

or perquisites 


Decern- 




Fund or any 

otherwise. 



her 




other 

in excess of 







superannuation 

the employer's 







Fund 

contributions 








and interest 








thereon. 


•, 


(» 

On 

(iii) 

UM <v.) 

(vi) 

(vii) 

(viii) 

J969 

Rs. 33.290 00 



Rs. 4,410.00 


Rs. 5,565.91 

Rs. 43,265.91 

1970 

Rs. 31,200 00 


- 

Rs. 4,410.00 

- 

Rs. 5,473.34 

Rs. 41,083.34 


Note: I Salaries, for 1969 include city compensator allowance amounting to Rs. 2,090/-relating to the period from 1st April, 
1967 to 31st December, 1968. 

2. Leave salary and pension fund and provident fund on leave salary amounting to Rs. 5,051.16 is not included in the 
above statement (previous year Rs. 5,051.16). 

3 Perquisites represent rent and medical expenses amounting to Rs. 4,668.00 and Rs. 805.34 respectively (previous * 
year Rs. 4,668 00 and Rs. 897.91). 

4. The General Manager is entitled to free use of Bank's residential furniture. 


REPORT OF THE AUDITORS 

10 THE STATE BANK OF INDIA 

We. the undersigned auditors of the State Bank of Patiala, appointed undei Section 41(1) of the State Bank of India 
(Subsidiary Banks) Act. 1959, report on the Balance Sheet and Accounts of the Bank as at 31st December, 1970. 

We have examined the foregoing Balance Sheet of the State Bank of Patiala as at 31st December, J970, and the Profit 
and Loss Account of the B rnk for the year ended upon that date with the Accounts relating thereto of Head Office and with 
the Retui ns submitted and cei lified by the Branch Managers, which Returns have been incorporated in the foregoing Balance 
Sheet and Accounts. 

WE REPORT THAT : 

\ i) in oin opinion the Balance Sheet is a full and lair one, containing all the necessary particulars and is properly drawn 
up so us to exhibit a true and correct view of the ajlairs of the Bank, according to the best ot our information and the 
explanations given to us and as shown by the books of the Bank; 

(ill where we have called for any explanation or information such explanation and information have been given to us 
and have been found satisfactory: 

(in) the transactions of the Bank which have come to our notice have been within the competence of the Bank; 

(iv) the Returns received from the Branches of the Bank have been found adequate for the purpose of our audit; 

(v) the Pro tii and Loss Account shows a tiue balance of profit for the year covered by such Account; 

(vr) m our opinion the Balance Sheet and the Profit and Loss Account are drawn up in conformity with the law; and 
(vii) m our opinion Books of Account have been kept by the Bank as required by law. 

Bombay, N. M. RAUI <& CO, 

Dated : 19 I’ebru: rs. 1971 Chartered Accountants 


GURDIAL SINGH DHILLON K. V. ANAND K. SUBRAMANIAN R. K. TALWAR 

Chief Accountant Dy. General Manager General Manager Chairman 

V. P. Malbotra 
B. K. Mehan 
Bishamber Das Kapur 
Bhalindra Singh 
Directors T. R. Varadachary 
G. R. Yennemadi 
Kesho Ram Passey 

• " Ram Narain Virmarn - 

S. R.Wadhwa 
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Planning for Steel 


Tirt STEEL crisis in this country is the 
cumulative effect of a number of fac¬ 
tors, the most important being the 
under-utilisation of capacity of steel 
plants already installed. The delay in 
the coming up of Bokaro, the recent 
accident in Rourkela and the labour 
unrest at Durgapur have also been 
responsible in accentuating the crisis. 
In its report for 1970-71, the Ministry 
of Steel and Mines has listed the steps 
which it proposes to take in order 
to increase the production of iron and 
steel. Fxcerpts from this report are 
reprinted below:- 

The steering group set up in March, 
1968 by the then Department of Iron 
and Steel to project the demand for 
finished steel during the fourth Plan 
period had estimated that the demand 
would be about 8 42 million tonnes in 
1973-74 and 12.77 million tonnes in 
1978-79. Similarly, the demand for 
pig iron had been estimated at 2.95 
million tonnes in 1973-74 and 4.12 
million tonnes in 1978-79. After tak¬ 
ing note of the existing capacity avail¬ 
able in the country including the se¬ 
condary units the gap to be bridged 
was estimated at over two milium 
tonnes of finished steel in 1973-74 and 
over six million tonnes in 1978-79. 

Review of Projections 

However, as the above projection of 
demands was based on studies under¬ 
taken in 1968. when the country had 
just emerged from conditions of econo¬ 
mic recession, it was considered neces¬ 
sary to make a fresh appraisal of the 
demand taking note of the rate of 
growth of the economy during the last 
three years. Accordingly, the National 
Council of Applied Economic Research 
were asked to undertake a study to 
update the demand projections for 
the years 1975 and 1980 primarily 
with a view to enabling government 
to take up a phased programme of 
building up additional steel-making 
capacity. The results of the study are 
expected to be available shortly. Con¬ 
currently with this study, it has been 
decided that the ministry should under¬ 
take review of the projections on a 
continuing basis from year to year, or 
oftener, so that any distinct signs of 
change in the pattern of consumption 
that may come to notice could be taken 
into account in planning the pattern 
of product-mix of the new steel 
plants or of expansion schemes of 
the existing plants. • It has also 
been decided to carry out locational 


studies for establishing more new 
steel plants for which action would 
have to be initiated during the next 
two or three years so that additional 
steel making capacites would become 
available during the sixth Plan 
period and beyond. 

After the presentation of the Annual 
Report for 1969-70, the fourth five-year 
Plan was finalised and approved by 
government. The approved fourth 
Plan outlay for the Steel Development 
Programme is as under:— 

(Rs in crores) 


SI No. Project Fourth 

Plan 

outlay 


Continuing Schemes 

1. Bokaro Steel Plant 558.00 

2. Expansion of Rourkela" 

Steel Plant from I to 

1 8 million tonnes of in¬ 
gots 

3. Expansion of Durgapur 

Steel Plant from I to y 51.00 
l 6 million tonnes of 
ingots 

4. Expansion of Bhilai Steel 
Plant from 1 to 2.5 mil¬ 
lion tones of ingots J 

5. Mechanisation of Dalli 

Mines for Bhilai 18 92 

6. Mysore Iron and Steel 

Works 5 90 


Total (A.) 633 82 


New Schemes 

1. Expansion of Bhilai Steel 

Plant from 2 5 to 4 mil¬ 
lion tonnes including a 
Plate Mill and a second 
Sintering Plant 111.00 

2. Expansion of capacity of 
Bokaro Steel Plant from 

1.7 to 4 million tonnes 
of ingots 122.00 

3. Technological improve¬ 
ments, balancing equip¬ 
ment and finishing faci¬ 
lities in the existing steel 

plants or HSL 45 .00 

4. Advance action on ad- 
tional capacity for the 
5th' Plan (new steel 

plants) 110.00 


5. Cold rolled grain orien-) 

ted sheets plant j 

6. Refractory plant y 20.00 

7. Expansion of Durgapur | 

Alloy Steel Plant J 

8. Mysore Iron and Steel 

Works (expansion) 3.00 

9. Seamless tube plant 9.50 

10. Tenughat Dam (for wa¬ 
ter supply to Bokaro) 8.50 

Total (B) 428.00 


Grand total of (A) & (B) 1,061.82 


In so fur us the continuing schemes 
ure concerned, the first blast furnace 
complex at Bokaro is expected to be 
commissioned during the current 
financial year. Shortfalls in sup¬ 
plies of equipment from indigenous 
sources are being made up to the ex¬ 
tent necessary by importing equipment 
from the Sov iet Union. All the major 
items of work relating to the schemes 
of expansion of Rourkela to 1.8 mil¬ 
lion tonnes, Durgapur to 1.6 million 
tonnes and Bhilai to 2.5 million ton¬ 
nes have been completed. A few minor 
items remaining to be done would be 
completed shortly and the additional 
capacities would be realised progres¬ 
sively. For improving the availa¬ 
bility of iron ore and to provide suffi¬ 
cient ore fines of requisite quality for 
increasing sintered ore burden to the 
blast furnaces at Bhilai, clearance 
has been given for the Dalli Mines 
Mechanisation Project in March, 1970 
and the work is already in progress. 
A second sintering plant for Bhilai 
had also been sanctioned in February, 
1971. 

Action of New Schemes 

In regard to the new schemes, action 
has been initiated on the work relating 
to the three new' steel plants at Salem, 
Hospet and Visakhapatnam, following 
the announcement by the Prime 
Minister of government's decision 
on April 17, 1970. Steps have 

also been taken to expand the 
capacity of Bokaro to four million 
tonnes. A ‘crash programme’ was 
launched in 1971 in order to achieve an 
intermediate stage of capacity for 
producing 2.5 million tonnes of steel 
ingots, a year after the commissioning 
of the 1.7 million tonne stage. The 
detailed project report for the expan¬ 
sion, to the four million tonne stage, 
originally prepared by the Soviet 
consultants, is being updated by the 
Central Engineering and Design Bu¬ 
reau, who have been appointed as the 
Principal Consultants for this project. 
The determination of the product- 
mix for this expansion of Bokaro is 
currently under examination. In re¬ 
gard to the expansion of Bhilai Steel 
from 2.5 million tonnes to about 4.2 



Apgagt, 13, 1971 


EASTERN ECONOMIST 


311 



Pan Am 
announces 


The Delhi Double 

Now! twice a day 


to the USA, 



WESTWARD 

daily services to 
ieirut, Istanbul. Rome, 
Paris. Frankfurt, 



daily services to 
Bangkok, Hong Kong, 
t Tokyo, Honolulu und 
mainland USA 


* Includes Rangoon twice a week. 

Fly Pan Am. the only airline to introduce daily services 
from New Delhi through the Middle East, Europe as 
well us the Orient and the Pacific. Pan Am offices and 
KTAvel agents throughout the world are waiting to serve 
you in arranging for your trip, hotel accommodation and 
a!) your travel requirements After all, our only reason 
for these flight schedules is YOU. 


Call your Pan Am Travel Agent or call us. 


• Nv* Dtlhl . i handralok. 3o Janpath, Tel. 43571 

• Bombay : Taj Mahul Hoicl.Tcl : 255448, 233454 

* Calcutta . 42 Chowrmghcc Road, Tel: 44-3251 

* Madras ; 8/9 Thambu Cheity Street, Tel: 29301. 2324. 

* Kathmandu : Hotel Soaltce-Obcrcu, Tel: 11211 

• Celtmbo (Ceylon) . K<qiupiuya, let 78271 

World’s most experienced airline 


© 


PAA’II 


eastern economist 


August 13, 1971 




a label 


ilfD 






"4 i v., L- . 

/D - 

ftfw 


CYCLE BRAND 

ma[ji ;r| India 


Cycle Brand 


Wire Healds, All-metal 


Reeds, Jute Cambs and 
Jute.Reede,; 


TM 


Swar Brand 

Egyptian Combed 
Cotton Yarn and 
Staple Fibre Yarn. 




0^ 




V i»AH( T‘* 


D 




■tea 


INDIA BRAND 


MAL|! IN INDIA 


India Brand 

Best Egyptian Cotton 
Healds, Heald Piecing 
Yarn, Finest Polished 
Steel Wire Reeds, 

Brass Reeds, Striking 
Combs and Dobby 
Harness without rubber; 


Agfa-Gevaert cameras and photographic paper*. 

rTTjT) THE NEW INDIA INDUSTRIES UMITED 

* J Baroda & Bombay 

- « 

^Stockists: B. Mehta & Co., Bombay. Ahmedabad, Calcutta. Mehta Parikh & Co. Pvt. Ltd.. Ahmedabad, Bombay. 
i.W*H. BradyBCo. Ltd., Bombay. Madras, Calcutta. Hindustan Textile Stores, Bombay, for all-metal reeds only. 


CMNI-IM* 















Avalist 13, 1971 

million tonnes, the feasibility report 
received from Hindustan Steel Ltd, 
has been examined in consultation with 
the Planning Commission and a deci¬ 
sion has been taken to go ahead with 
this expansion. A detailed project 
report for this scheme will also be 
drawn up by Central Engineering & 
Design Bureau. 

To meet the increasing demand for 
alloy steels, particularly cold rolled 
stainless steel sheets, the expansion of 
the Alloy Steels Plant. Durgapur, from 
the present capacity of 60.000 tonnes 
of finished steel to 180,000 tonnes was 
approved in March, 1971. The CEDB, 
who have been appointed as consul¬ 
tants, have been entrusted with the 
work of preparing a detailed project 
report for this expansion programme. 

Serious Difficulties 

The public sector steel plants have 
so far been dependent for their refrac¬ 
tory requirements entirely on pur¬ 
chases from outside. Considering the 
serious difficulties, which have been 
experienced in the procurement 
of refractories in requisite quanti¬ 
ties and of assured quality and 
keeping in view the proposed steel 
development programme, which will 
throw up additional demands for ref¬ 
ractories in the coming years, it has 
been decided, as a first step, to set up 
a refractory plant at Bhilai with an 
aggregate capacity of about 100,000 
tonnes of different types of bricks. 
The feasibility report on this refractory 
project received from Hindustan Steel 
Limited has been examined and accep¬ 
ted. A detailed project report is un¬ 
der preparation. A committee has also 
been set up consisting of representatives 
of government departments concerned, 
the steel producers and the Indian 
Refractory Manufacturers' Association, 
to assess the demand for refractories 
of various qualities and specifications 
required by the steel industry in the 
next 10 years, and to suggest concrete 
steps to be taken to meet this demand 
taking note of the available production 
capacity in the country, the availability 
of raw materials and th? capacity for 
indigenous manufacture of refractory 
plant and machinery. The report of 
this committee is expected to be ready 
soon. 

A proposal to set up a seamless 
tube plant with a capacity of 80.000 
tonnes per annum i> also under con¬ 
sideration. 

Government's decision on the sett¬ 
ing up of a special steels plant at Sa¬ 
lmon Tamil Nadu, and two integrat¬ 
ed steel plants, one each at Hospet in 
Mysoie and Visakhapatnam in Andhia 
Piadcsh was announced by the Prime 
Minister in Lok Sabha on April 17, 
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1970. Following this decision, a num¬ 
ber of committee* were constituted, 
for the selection of the project sites 
and for the identification of sources 
of raw materials for each of these 
projects. The Site Selection Commi- 
tce, comprising representatives of the 
the concerned central ministries and 
departments of the state government, 
and the two consultants to government, 
visited ail the three regions in June and 
July, 1970. 

In the case of Salem Project, the co¬ 
mmittee came to the conclusion that 
of the seven possible sites in the Salem- 
Neyveli legion, a site about 14 kins, 
west of Salem town, in the noithern 
flank of Kanjamalai iron ore deposit, 
on which this project is based, was 
most favourable because oflower assem¬ 
bly cost of raw materials, minimum 
displacement of population and other 
infrastructure faci'ities available in the 
vicinity. Government approval to the 
committee’s recommendation in regard 
to this site was announced on Novcm- 
bert 25, 1970 

Hospect Project 

In the case of Hospet pioject. the 
Site Selection Committee examined four 
sites, viz.. Vyasankere, at the foot¬ 
hills of the Ramandur iron oie depo¬ 
sits; Toranagalu, mid-wav between 
Hospet and Bell ary; kanevahilh and 
Ubblugundi. The Toranagalu site was 
preferred as it could easily be served 
by the marshalling yard proposed at 
Kudatim, at a distance of about 15 
kins whereas the other sites were 
beset with many technical problems. 
Government approval to the cornmi- 
tte's recommendation for location of 
the project at Toranagalu w ; is also 
announced on November 25. 

For the Visakhapatnam plant, the 
committee considered three sites, viz.. 
Balacheruvu, about 25 kms. south of 
Visakhapatnam town rear the coast; 
Kanithi, a site parallel to National 
Highway No. 5 to Mad r as ; and an 
area adjacent to the existing hut bout 
and the ucrodiomc. Of these three 
sites, the committee recommended Ba¬ 
lacheruvu, as sufficient land was 
available for the project, township 
ancillary industries. Government 
approved this recommendation of the 
committee on November 30, 1970. 

On the joint recommendations of 
the consultants to government and Hin¬ 
dustan Steelworks Constriction Limi¬ 
ted, the sites lor each of these projects 
have been tentatively demarcated. The 
Survey of India lias been requested to 
carry out the topographical survey 
work at all the three sites cn a priority 
basis. Government has also accepted 
the repoit of the Committee on Coal 
for the two integrated projects at Hos¬ 
pect and Visakhapatnam. The Co¬ 
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mm tree on Raw Materials other than 
Iron Ore and Coal has also completed 
its report whereas the work of the 
Committee on Iron Ore is in the final 
stages. However, the raw material 
sources ircluding iron ore have been 
identified for each project. The Cen¬ 
tral Engineering and Design Bureau 
of Hindustan Steel Limited have been 
entrusted with the work of preparation 
of the Tcchno-economic Feasibility Re¬ 
port for the Hospet Project, whereas 
fo. the projects at Salem and Visakha¬ 
patnam, M/s M.N. Dastur & company 
(PI Limited will prepare such reports. 
The report on the Salem Project is 
expected by August, 1971 and tho$c on 
on the other two pi ejects by November, 
1971 The economics of importing 
low ash coking coals and using them 
m blend with indigenous coals in the 
two integrated steel plants at Hospet 
and v isakhapatnam will also be brought 
out in the feasibility reports. Mean¬ 
while. plans for ihe development of 
township, water and power supply 
etc. are being drawn up in consultation 
with the agencies concerned. The work 
on site surveys, soil investigations and 
testing of various raw materials has 
also been initiated. The Railways have 
been requested to take up survey work 
for provision of marshalling and ex¬ 
change yards, railway siding*, etc. 

Final Report 

In order to decide the product-mix 
for the plants, the National Council 
of Applied Economic Re>earch were 
asked in July, 1970 to update their 
earlier study on long-term projections 
for mm and steel prepared in 1963. 
A draft of the report received some 
time ago was discussed at sortie length 
in a meeting to which producers, con¬ 
sumers and the concerned government 
departments had been invited. Aris¬ 
ing out of these discussions, further 
collection of data and amplification and 
modification of the draft were consi¬ 
dered necessary. NCAER would be 
taking note of all the*e factors in draft¬ 
ing their final report. The final reporr 
which is expected to be received shortly 
would help in deciding product-mix 
for the new steel plants at Salem, Ho>- 
pet and Visakhapatnam. The capa¬ 
cities envisaged are two million tonnes 
«f mild steel each for the Hospet and 
Visakhapatnam projects and 250,000 
tonnes of special steels for Salem pro¬ 
ject. 

A significant feature of the Fourth 
Flan Steel Development Programme is 
that, unlike in the past, the three new 
steel projects will be completely engi¬ 
neered and designed by the expertise 
available in the country and will be 
based mostly on indigenously produced 
equipment. 

A steering committee under the chair- 
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manship of the Secretary, Department 
of Steel, has been constituted to keep 
a close watch on tht progress of work 
in icspect of these three new projects. 

Production of ingot steel in the 
country during 1970*71 has been of 
the order of 6.11 million tonnes, 
which is somewhat less than the pro¬ 
duction in 1969-70. Production of 
saleable pig iron and finished steel in 
1970-71 amounted to 1.27 million to¬ 
nnes and 4.73 million tonnes respecti¬ 
vely as against 1.54 million tonnes and 
5.05 million tonnes in 1969-70. 
TISCO and Bhilai showed slightly 
increased production in 1970*71 blit 
the production in the other three 
integrated steel plants was lower than 
in the previous years. 

In terms of ingot steel. Durgupur pro¬ 
duced m 1970-71 at only 43 percent of 
its capacity whereas utilisation of capa¬ 
city in Rourkela and IISCO was 56 
per cent and 62 per cent respectively. 
The total shortfall in production of the 
five integrated steel plants, below ca¬ 
pacity, in 1970*71 was 2 97 million 
tonnes in terms of ingot steel and 2 186 
million tonnes in terms of saleable 
steel. The accent in 1971-72 would, 
therefore, be on maximising production 
of steel from the existing capacity, 
though import policy for steel would 
remain liberalised with a view to en¬ 
suring that the requirements of priority 
consumers are met as far as possible 

v 

Revision in Prices 

As mentioned in the report of the 
Ministry of Steel and Heavy Engi¬ 
neering for the year 1969 70, steel 
prices were revised with effect 
from January 1970 There has not 
been any revision of JPC prices 
during the year 1970 71. Of the 
total production of saleable steel from 
the five main producers, 95 per 
cent of the quantity is sold at 
fixed prices* about 85 per cent at 
JPC' prices and 10 per cent at sh>ck 
yard prices. The balance of about 5 
per cent only is available to the trade 
for sale in the open market. The open 
market prices during the year, of most 
of the items of steel, continued to be 
higher than the JPC prices. While 
market prices of bars and rods, joists, 
channels, angles, plates and hot rolled 
sheets continued to be high as compared 
to the JPC prices, it is of interest to 
note that the open market prices 
of cold rolled sheets have recent¬ 
ly come down substantially and in fact, 
in March, 1971 were lower than the 
stockyard prices in Bombay. Gene¬ 
rally speaking, there has been a per¬ 
ceptible downward trend in the open 
market prices of plates, hot rolled sheets, 
cold rolled sheets, galvanised plain 
sheets, galvanised ^corrugated sheets 
and wire rods. For some of the struc- 


turals items also there has been some 
fall in the open market prices. The 
fall in prices in February/March. 1971 
as compared to the prices in October/ 
November, 1970 ranged between Rs 
100 and Rs 700 per tonne for different 
categories of finished steel. 

In view' of the high open market prices 
for the re-rolled products, bars, rods, 
etc. government has introduced a 
scheme of informal regulation of dis¬ 
tribution of re-rolled products from 
this year. The prices of re-rolled pro¬ 
ducts have been suitably fixed provid¬ 
ing for payment of a reasonable con¬ 
version charge to there rollers. For 
this purpose, the government has also 
arranged for bulk import of billets. 
The price of imported and domestic 
billets will be pooled and these billets 
will be supplied to re-rollers. The 
scheme will help augment the supply 
of billets to the billet re-rolling in¬ 
dustry and thus enable them to achieve 
higher utilisation of their capacities. 

Towards the close of 1969 with the 
end of recession, shortages began to be 
felt in various categories of steel. 
During 1970-71 a regulatory policy 
had to be adopted in respect of exports, 
though, to the extent possible, an effort 
was made to ensure that export markets 
established with great effort were not 
lost. Distribution of steel produced 
in the integrated steel plants was 
more closely regulated. Imports of 
items in short supply were also li¬ 
beralised. The impact of these mea¬ 
sures aimed at increasing availability 
has already had a good effect on the 
prices of Meel in the open irnrkct. 


With the actual materialisation of the 
import measures resulting in receipt 
of imported materials during 1971-72, 
the open market prices are expected 
to fall further. To ensure that the 
available steel reaches the actual con¬ 
sumers, the distribution policy has 
been revised, and streamlined; it has 
brought under the purview of the 
Steel Priority Committee practically 
all categories of steel produced by the 
main producers. 

The new procedure has done away 
with all quotas or ceiling'for booking 
of orders by actual users on the steel 
plants through the Joint Plant Commi¬ 
ttee. After the sale/works order is 
issued by a producer, if priority in des¬ 
patch is required, the party would have 
to apply to the Steel Priority Commi¬ 
ttee through the Joint Plant Commi¬ 
ttee giving the requisite details. The 
Steel Priority Committee would there¬ 
after consider all effective demands and * 
allocate the steel every quarter. 

Requirements in small quantities of 
industries and the needs of private 
citizens and public institutions, are 
generally met from stockyards. Accor¬ 
dingly, the distribution policy for steel 
materials from t he producers' stockyards 
has been amended with effect from 
March 1, 1971. After providing for 

distribution of small tonnages allocated 
to specific parties by the Steel Prio¬ 
rity Committee, the amended scheme 
has earmarked 20 per cent of the total 
arrivals of prime quality materials in 
the stockyards for allottees of the 
state directors of industries to ensure 
equitable distribution to the small- 


Table I 

PRODUCTION OF INGOT STEEL : 1969-70-1970-71 

(In million tonnes of ingot steel) 



Rated 

1969-70 

1970-71 (Provisional) 


capacity 

- 

-- 

— 

--- 



Produe- 

% of l ull 

Produe- 

% of full 



tion 

rated 

tion 

rated 




capacity 


capacity 

1. Hindustan Steel Limited 






Bhilai Steel Plant 

2.500 

1.875 

75 

1.919 

77 

Rourkela Steel Plant 

1 .800 

1.103 

61 

1.006 

56 

Durgapur Steel Plant 

1.600 

0.818 

51 

* 0.693 

43 

Total 

5.900 

3.796 


3.618 


2. Tata Iron & Steel 






C o. 

2.000 

1.708 

85 

1.697 

85 

3. Indian Iron & Steel 






Co. 

1.000 

0.699 

70 

0.617 

62 

4. Others including My¬ 






sore Iron . Sc Steel 






Limited 


0.228 


0.180 


Grand Total 

8.900 

643.1 


6.112 
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F Get your production of better quality paper, 
pulp, board and allied items faster with 
.the timely use of dinesh endless 
* felts, supplied promptly enough to 
Eliminate lay-offs. 

I Tailor-made to suit your individual 
I needs, dinesh felts, moreover impart 
a distinctly superior finish to your 
;> v \ 'products with their better dimensio- 
'S nal stability, excellent absorption and 
/ drainage properties.Their longer service 
life and trouble-free run minimise your 
down-time further and improve 
your productivity. 

] dinesh felts are also backed by valuable 
' technical advice, prompt and efficient 
r after-sales service. 

r dint*h endless felts make the quality felt 


For full particulars contact: 

fSHRl DINESH MILLS LTD.. 

(FELT DIVISION), 

Padra Road, Baroda-S. 


* A Dattaram-DAi-9$ 
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Today our country celebrates the 
Silver Jubilee of Independence. 

* 1 We rejoice both at this as 
welt as our own little historic 
milestone. Grindwail - pioneers 
of the grinding wheel industry 
in India, have joined hands with 
Norton—a world-leader in 
abrasives to form 
GRINDWELL NORTON LTD. 
To the Indian industry this means 
more sophisticated abrasive 
technology, a comprehensive 
range of abrasive products 
many of them hitherto imported, 
a vast all-India dealer net-work 
that will deliver the right 
wheel at the right time to the 
right place. It also ropes in 
the best technical specialists to 
give expert advisory after¬ 
sales service. 

May our silver-jubilance turn your 
future to gold I 

GRINOWELL NORTON 
tho boat deal 
for a grinding wheel 



We are 
silver-jubilant 

too. 



BR/NDWELL NORTON LTD. 

Shut Nikttan. F' Building, Shiv Sagar Estata. Worli. Bombay-18. Phont: 370284/5/6. 
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scale industries. For wunpact industry 
groups; however, like the bright bar 
industry, wire drawing industry, tube 
mills and fabricators of electric lami¬ 
nation, the stockyards will prepare a 
list of consumer*'!!* consultation with 
the directors of industries and, wher¬ 
ever necessary, with other 'sponsoring 
authorities. Materials suitable for these 
industries may be given to them 
after meeting direct government de¬ 
mands and requirements of house 
building. 

As for house builders, 30 per cent of 
the allocations of bars, rods, light 
structural and G.C. sheets to the stock- 
yards (instead of the earlier 10 per 
cent), are for private citizens and 
public institutions. After meeting a 
few other fixed dispensations, left over 
material may be issued by the branch 
managers of the main producers to 
the trade. 

Appraisal Cell 

In order to ensure that the decisions 
o f the Steel Priority Commit tee are effec¬ 
tively implemented, an Appraisal Cell 
has been set up-in the office of the Iron 
and Steel Controller. Regionat Offices 
of Iron and Steel Controller are being 
set up to function at Bombay, Cal¬ 
cutta, Delhi and Madras to keep a 
watch on proper use of material allo¬ 
cated by the Steel Priority Committee 
and also to ensure that the main pro¬ 
ducers stockyards adhere'to the guide¬ 
lines given for supply of goods from 
the stockyards. 

The entire arising of defectives of 
GP/GC/BP and CR sheets and cuttings, 
HR/CR coils, defective skelp and elec¬ 
trical sheets will be distributed through 
the producers’ stockyards at stockyard 
prices. However, till such time as the 
outstanding sale orders are liquidated, 
10 per cent of the arisings will be directly 
despatched ,by the plants to the patties 
and no further orders will, be booked 
for direct despatches. The rest of 
these materials^ received by the stock- 
yards will be allocated state-wise accor¬ 
ding to fixed percentages. 90 per cent 
of the receipt of these materials In the 
stockyards will be offered to the state 
small industries corporations or the 
state directors of industries. The 
stockyards will be free to sell the ba¬ 
lance of 10 per cent of the defective 
to the parties of their choice. 

The provisions regarding payment of 
earnest iponey-while indenting for steel 
materials have- alto been liberalised 
with effect frora, March 1,1971. Under 
the new schemCthe ceiling for exem¬ 
ption from payment cf earnest money 
has beep raised: substantially and 
certain catenaries of indentors have 
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been ddmpJetdy exempted from pay- 
ment of earnest money. 

The system or processing of indents 
in the Joint Plant Committee has been 
simplified by minimising, and rationa- 
Using the points of scrutiny and a time 
limit for scrutiny of indents has been 
prescribed. These changes have been 
generally welcomed by all sections or 
users. 

As the new distribution procedure 
is aimed at meeting the needs of the 
actual users to the maximum extent 
possible, despatches to trade had 
necessarily to be small. However, a 
committee has been set up to review 
the question of allocations to be made 
to trade and other allied matters. 

Increase in Demand 

The year 1970-71 evidenced a steep 
increase in the demand for steel 
and its products due to post recession 
revival in industrial activity. To keep 
pace with the rising demand, and in 
view of shortfall in indigenous pro¬ 
duction, on October 11, 1970 govern¬ 
ment announced a special import poli¬ 
cy through its Public Notice 140 of Sept. 

11, 1970, allowing import by the actual 
users, seven broad categories of steel 
to the extent of 50 per cent of their 
consumption during 1969-70, and full 
import of any item of mild steel against 
confirmed expert orders. In addition, 
bulk imports were permitted through 
HSL for small-scale industries, export 
oriented engineering industries and for 
other actual users. Import of steel 
sheets, plates, drums, barrels and steel 
for furniture industries and tinplate 
for manufacture of open top sanitary 
cans were also canalised through HSL. 

The imported materials have substan¬ 
tially assisted the industries to surmount 
the shortages of steel in the country. 
A close watch is being maintained on 
the indigenous availability to ensure 
that industrial activities do not suffer 
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for want of this basic raw material. 
Whenever circumstances justify within 
the limitations of foreign exchange, 
imports were allowed even, on an ad 
hoc basis. 

The government’s import policy for 
1971-72 has since been announced. 
This year also the pattern of admissi¬ 
bility for import of steel items have 
been restricted to those items which are 
not produced in. the country at all or 
the quantities and qualities produced 
are not adequate to meet the indige¬ 
nous demend. In framing the policy, 
efforts have been made to ensure that 
whereas the industries do not suffer 
for want of essential raw materials like 
steel and ferro-alloys, the producers 
of steel including secondary producers 
and re-rollers do not suffer for want 
of adequate orders. 

This year, additional items of steel 
and some items of ferro-alloy have 
been added to the list of items, the 
import of which is canalised through 
public sector agencies. The canalisa¬ 
tion has been restricted to bulkablc 
categories. 

The canalisation covers:— 

1. Ferro-molybdenum. 2. Ferro-tun- 
gsten. 3. Ferro-vanadium. 4. Ferro-sili- 
con. 5. AH mild steel high carbon and 
alloy steel (other than stainless steel) 
wire rods in coils. 6. All mild 
steel and high carbon steel semis in¬ 
cluding ingots, blooms, slabs and bi¬ 
llets. 7. Stainless steel sheets, plates 
and strips in cut length or in coils. 
8. Cold rolled grain oriented elec¬ 
trical steel sheets. 9. All mild steel 
sheets, strips and skelp in cut length 
or in coils, both hot rolled and 
and cold rolled. 10. Heavy melting 
scrap, sponge iron and metalised iron 
ore and pellets for electric arc fur- 
nances. II. Tinplate for manufac¬ 
ture of open top sanitary cans. 

A statement showing imports of va- 


PRODUCTION OF STEEL INGOTS 


(In ‘000 tonnes) 


Year 

Bhilai 

Durga- 

pur 

Rourkela TISCO 

IISCO 

MISL 

Others 

Total 

1961-62 

789.0 

462.0 

354.0 

1643.0 

934 0 

49.0 

54.0 

4285 0 

1962-63 

1060.0 

731.0 

.700.0 

1799.0 

1002.0 

46 0 

57.0 

5395.0 

1963-64 

1142.7 

972.4 

800.1 

1891.5 

1026.7 

47.8 

63.4 

5944.6 

1964-65 

1130.6 

1006.2 

979.4 

1955.6 

949.8 

46.5 

69.3 

6137.4 

1965*66 

1371.3 

1000.7 

1064.5 

1978.6 

970 0 

69.2 

71.8 

6526 2 

1966-67 

1851,9 

754 2' 

942.8 

2001.0 

896 9 

75.4 

74.7 

6596 9 

1967-68 

1785 0 

738.0 

. 924.1 

1932.7 

790.7 

91.3 

69.6 

6331.4 

1968-69 

1735.0 

823.1 

1161.7 

1815.6 

776.6 

119.7 

73.4 

6505.1 

1969-70 

1875:7 

818.3 

1103.6 

1708.1 

699.6 

136.3 

91 6 

6433.2 

1970-71 

1939.8 

633.9 

1038.1 

1701.4 

621.8 

78 0 

*97.8 

6110.8 


*Provisional. 
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rious items of steel and ferro-alloys 
from 1966-67 onwards is given below: 


PRODUCTION OF SALEABLE PIG IRON 

(la '000 tonnes) 


Year 

Quantity 
in tonnes 

Value 

Rs in 

Year 

Bhilai 

Durga- 

pur 

Rour- TISCO 
kela 

IISCO 

MIS!* 

Others 

Total 



crores 

1963-64 

406.7 

418.4 

98.4 

6.2 

203.1 


31.1 

1163.9 

1966-67 

495700 

93 36 

1964-65 

349.1 

385.4 

78.7 

23.2 

.207.4 

. . 

42.0 

1085.8 

1967-68 

538173 

108.89 

1965-66 

508.6 

336.2 

68.3 

17.6 

218.5 


26.4 

1175.6 

1968-69 

465436 

88.76 

1966-67 

550.4 

201.1 

58.7 

2.7 

172.2 


28.4 

1013.5 

1969-70 

423087 

83.01 

1967-68 

655.8 

277.8 

63.7 

1.2 

196.5 

. • 

21.6 

1216.6 

1970-71 

307007 

64.33 

1968-69 

591.2 

375.1 

146.6 

1.7 

345.5 

12.6 

31.2 

1503.9 

rAnril-Scot. 

70) 


1969-70 

648.6 

375.8 

113.1 

0.5 

322.0 

4.4 

74.2 

1538.6 

1 * * Ml U UVUIrl 


.... 

1970-71 

541.1 

325.8 

88.1 

1.3 

242.3 

18.1 

*5$.9 

1272.0 


The earning from export of iron and 
steel in 1969-70 increased to Rs 75.7 
croies from Rs 69 6 crores in the pre¬ 
vious year. With the picking up of the 
economy and of industrial and building 
activities after the recession, the demand 
in the country for all categories 
of steel, particularly of bars and 
rods, structural sections, wire and 
flat products has gone up by a \ery 
substantial extent; but production has 
not been keeping pace with this in¬ 
crease in demand. This naturally led 
to constraints being imposed on exports 
of steel during 1970-71. Exports were 
permitted mainly to meet the existing 
commitments and to some extent to 
< maintain our position on markets 
which were developed during the period 
of recession. Consequently the export 
realisation in 1970-71 has been Rs 66.91 
crores only. The Hindustan Steel Li¬ 
mited's share in export earning has 
increased from Rs 30 5 crores in 
1967-68 to Rs 41 55 crores in 1968- 
69 and Rs 45. 56 crores in 1969-70. 
During 1970-71 its share is estimated 
to be about Rs 53 crores. 

In 1969-70 about 555,000 tonnes of 
pig iron and 796,000 tonnes of steel 
were exported. These exports went 
down to approximately 464,777 tonnes 
of pig iron and 533,262 tonnes of steel 
during 1970-71. 

The principal items exported are 
basic grade pig iron, bars and rods, 
structurals and rails. During 1970-71 
exports have been made to 57 countries 
in south-east Asia, west Asia includ¬ 
ing Iran, Africa, the USSR, Australia, 
New Zealand, Ceylon, Burma and 
the USA. 

The export of ferrous scrap is canali¬ 
sed through the Metal Scrap Trade 
Corporation Limited, Calcutta. 

During the year 1969-70 and 1970-71 
the following quantites of scrap were 
exported. 


Quantity Value 

tonnes Rs 

crores 


1969- 70 4 J 7,201 8.82 

1970- 71 2,51,639 6.60 




Exports hav* an important role in 
our country's developing economy 
and Unmeet the challenge of the 
country** export drive, we offer credit 
facilities to Exporters both at , 

Pre-shipment and Post-shipment 
stylet concessional rate of 
interact. . v - 

Export more—Finance need not be 
your problem, 

Through pur foreign branches, agents j 
and corrlapondents throughout 
the world we can offer every 
assistance you need in your export 
business. Contact us for details. ‘ 

HEAt> pFFICE i CALCUTTA 

"Q-7/71_r • ' - 7 ■ , ' -_^ ‘ , 
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ALUMINIUM 

CAN MAKE YOUR 
HOME LOVELIER 
AND LIVELIER 


Sleek, elegant, light, bright, strong, durable, rust-proof, 
hygienic, one could go on listing the virtues of the wonder 
metal, ALUMINIUM. Every modern home uses versatile 
aluminium furniture, fixtures, utensils and appliances. 

Join the modern trend—use aluminium in your home too. 
Make sure that your furniture is made of Hindalco 
Aluminium. Hindalco does not make these finished goods 
but it supplies the much-needed aluminium (in primary Et 
Semi-fabricated forms) for their manufacture. 
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NOT AS GOOD AS GOLD 

Mr Richard Nixon seems fated to preside over the liquidation of many fondly 
cherished American superstitions, political or economic. Not long ago Washing¬ 
ton at last felt compelled to recognise the fact that the capi tal of the country called 
China was a city named Peking on the Asian mainland and not a town known as 
Taipeh on an island in the Pacific. Earlier this week the Whitehouse chose to 
concede that the Almighty Dollar wasnotalithat mighty and announced a scries 
of measures to check the erosion of its value at home or abroad. 

Although, as late as on August 8, the US Treasury had haughtily dismissed 
the report of a congressional sub-committee calling for the dollar to be devalued, 
it has been apparent for some time now that the Nixon administration is properly 
worried over the surplus of suspect dollars in the world’s exchanges. With even 
the overseas trade balance as distinct from the overall balance of payments turning 
adverse for the first lime in many years, the US government is being forced fo re¬ 
cognise the fact that West European central banks cannot be expected to under¬ 
write much longer or without question the role of the US dollar as a reserve cur¬ 
rency. As a matter of fact, the dollar has been at an appreciable discount against 
a number of national currencies for quite some time despite the fact that the two- 
tier gold price scheme has been working better than was generally expected. There 
has recently been a flurry of buying of gold in Europe of an order sufficient to call 
for a review of international monetary system when the IMF holds its next annual 
meeting come September. 

In the circumstances, Mr Nixon's advisers have evidently counselled him that 
a policy of masterly inactivity could be less than adequate for coping with the 
pressures on the dollar. All the same, it is open to doubt that President Nixon 
would have acted in a manner that must necessarily detract from the majesty of 
the dollar had the external factors working against the US currency not been rein¬ 
forced by certain compulsions acting on the domestic economy itself. With un¬ 
employment mounting in the context of stubborn inflationary trends in prices, the 
President has had to do something to make it less easy for troublesome foreigners, 
such as Japanese or the Germans, to sell increasing quantities of their goods in the 
US market at the expense of American industry. Hence a levy of a surcharge of 
ten per cent on most imports. This has been described in some quarters as a vir¬ 
tual devaluation of the dollar, but this would be too sweeping an interpretation. 
A more appropriate way of looking at the surcharge would be to view it as an act 
of protectionism on the part of a country which has had to reckon the hard reality 
that some of its important trading partners, while being protectionists themselves, 
have been aggressively pushing their wares into the US market taking advantage of 
the relatively more liberal commercial policies of Washington. 

The surcharge on imports however is not the most significant component of 
the package of measures which President Nixon has put together for strengthening 
the dollar at home or abroad. This distinction must go to his decision to suspend 
the 37-year-old US commitment to exchange dollars into gold at the official price 
of $35 to the ounce. It is true that the two-tier pricing system for gold had al¬ 
ready robbed this undertaking of some of its pristine prestige. Even so that the 
US President should have had to admit by implication that at least for the time 
being the US gold reserves are not sufficient or secure enough for the US govern¬ 
ment to honour its obligation to ensure the convertibility of the dollars held by the 
centra] banks of other countries cannot but be a rude blow to the self-esteem of 
the American economy as the world’s dominant economic system. For the time 
being at any rale, the US dollar has ceased to be as good as gold and the US 
government’s insistence that the official parity of the dollar at $35 to the ounce 
must continue to remain the monetary price of the yellow metal has lost seriously 
in credibility. The 64,000-dollar question now is whether the US suspension of 
dollar convertibility would be effective enough to persuade certain West European 
governments, notably the government of West Germany and the govern¬ 
ment of Japan, to devalue their respective currencies, instead of deciding to 
sit out the current difficulties or uncertainties in the hope that the US will soon find 
cornered into devaluing the dollar. An indication of the attitudes of the con¬ 
cerned central banks will become available soon enough through their deciding 
or not deciding to support the American currency by adding to their holdings of 
dollarsmoreofthis money at the official rate. The more basic issue of a thorough 
going realignment of the par values of the national currencies so that the Brctton 
Woods scheme may be preserved and world monetary liquidity and the expansion 
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of international trade promoted in the 
spirit of Bretton Woods is a matter 
which will have to be thrashed out in 
discussions which must necessarily 
precede the forthcoming annual ses¬ 
sion of the IMF, 

A rather interesting i tem of the Nixon 
package of economic measures is the 
ordering of a 90 day blanket freeze on 
wages and prices. (He has also called 
upon American corporations to freeze 
dividends.) It is no doubt too soon 
to conclude that the Nixon ad¬ 
ministration has been converted to 
faith in an incomes policy. But it does 
seem to be the case that, so far as the 
contending schools of economic doct¬ 
rine in the US are concerned, the mone¬ 
tarists have suffered a setback, although 
it is clearly too early to conclude that 
the neo-Keynesians have come into 
their own. Quite possibly all that has 
happened is that adversity has made 
strange bed-fellows, with Mr Richard 
Nixon playing economic interventionist 
so as to gladden the heart of Mr John 
Kenneth Galbraith. 

Finally, tears may be shed in many 
lands over the announcement that the 
United States would cut its aid out¬ 
flow by ten per cent. It is possible that 
this is Washington’s way of telling other 
affluent capitals of the world that they 
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start bearing more of the burden of 
global development assistance then 
they have been doing so far. Politi¬ 
cians or officials in the government of 
India or others in our country may try 
to put a bold face on it, but the hard 
truth is that both New Delhi's budge¬ 
tary position and ihe larger national 
economy of our country are bound to 
experience added strains as a result of 
a reduction in aid dollars as well as 
difficulties which the US import sur¬ 
charge may cause for some of our ex¬ 
ports. Fortunately, the adverse im¬ 
pact on our export trade with the US 


This article, by the editor, is reproduced here 
by courtesy of The Hindustan Times , in which 
It appeared on August 20, 


may be less serious than may be 
feared. Fortunately our export trade 
in jute goods appears to be in a position 
to adjust itself to the impost at least 
for the present. In terms of a more 
general perspective, any development 
which suggests or may lead to a crisis 
of confidence in international mone¬ 
tary or trade relations is bound to have 
a far reaching impact on the volume or 
flow of world trade and therefore the 
fortunes of national economies depend¬ 
ing on that commerce in varying deg¬ 
rees. 


Whither nationalised Banks? 


The nationalisation of 14 leading 
banks two years ago had caused alarm 
in certain sections in this country not 
only because of the fear that the hard- 
earned savings of the people with the 
banks would be made use of in injudi¬ 
cious ways but also because of a belief 
that the banks would cease to be effi¬ 
cient both in regard to service and pro¬ 
fitability. The performance of these 
banks after take-over by the state has 
shown that the fears of the people 
were not unfounded as costs have been 
allowed to rise disproportionately part¬ 
ly under the pressure of labour unions 
whose demands for increased wages 
and bonus continue to multiply and 
partly because of a mad rush to open 
new branches irrespective of their 
utility. And now there is a sharp de¬ 
cline in the quality of service doled out 
to the clients. 

The net profits (after paying bonus) 
of the 14 banks fell from Rs 6.28 crores 
in 1968 to Rs 5.98 crores in 1969 but 
staged a mild recovery to Rs 6.90 crores 
in 1970. In relation to working funds, 
the profitability of the banks indicated 
a discouraging trend. In the two years 
under review while the working funds 
rose by 36 per cent from Rs 2,960 crores 
in 1968 to Rs 4,028 crores in 1970, the 
net profits rose by less than 10 per 
cent. The chief reason for reduced 
profitability was the steep rise in the 


wage bill including bonus. The pay¬ 
ment on account of bonus rose sharply 
from Rs 2.19 crores in 1968 to Rs 6.44 
crores in 1970 both because of the rise 
in the number of employees and the 
quantum of bonus paid to each em¬ 
ployee. Similar was the case wi th the bill 
of wages, allowances and provident fund 
which rose by about 38 per cent from 
Rs 67.42 crores in 1968 to Rs 93.45 
crores in 1970. The working operations 
of these banks were thus far from being 
satisfactory. 

The service to clients by the nation¬ 
alised banks has deteriorated markedly 
during the past two years, The loudest 
to complaint in this regard is one of 
the priority sectors, namely, small-scale 
industry, Mr B. Kejriwal, President, 
Faridabad Industries Association, is 
reported to have said recently at Farida¬ 
bad that the management and staff 
of banks had become callous. They 
were indifferent and unsympathetic to 
the problems of small entrepreneurs. 
In Faridabad branches of nationalised 
banks, according to Mr Kejriwal, no 
moved unless the officers were 
. The small-scale industrialists 
were the worst sufferers as they did not 
have the capacity to pay illegal gratifi¬ 
cation. That there was corruption at the 
branch level was not denied by the 
Finance Minister, Mr Y, B. Chavan, 
when the working Pf the nationalised 
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banks was criticised severely by many 
a member in the Lofc Sabha on August 
11. All that Mr Chavan said was that 
the requisite machinery for vigilance 
had been instituted and several cases 
had been handed over to the CBI for 
investigation. 

There is no doubt, however, .that 
agriculturists, small-scale entrepre¬ 
neurs, exporters, transport operators 
and self-employed persons such as engi¬ 
neers have received substantial assis¬ 
tance from the nationalised banks. 
Between July 1969 and March 1971, 
the total additional deposits of the 14 
nationalised banks were Rs 699 crores. 
The statutory obligation of maintain¬ 
ing liquidity reserve at 30 per cent 
siphoned off Rs 231 crores leaving 
Rs 468 crores for advancing credit to 
different sections of the economy. The 
banks advanced Rs 290 crores—about 
62 per cent—to the above-mentioned 
sectors. If the State Bank of India and 
its subsidiaries were also included ip 
this exercise, the credit advanced to* 
these sectors was as high as Rs 459 
crores. While the quantum of credit 
advanced to the so-called neglected sec¬ 
tors of the economy during the period 
under reference is not 'small, what 
matters is quality about which com¬ 
plaints are increasing day after day. 
Many of the recipients of credit deem 
it prudent to keep quiet about the 
shocking behaviour of the bank staff 
but very soon more and more persons 
like Mr B. Kejriwal will feel courage¬ 
ous enough to speak out their mind. 
The new re-organised boards of the 
banks have failed to evolve a machin¬ 
ery to check the high-handed behaviour 
of the staff and the fear of referring 
the complaints of the public to the CBI 
has had no effect on the bank workers 
as well as branch managers. 

A recent release by the Press 
Information Bureau regarding the pro¬ 
gress of the nationalised banks during 
the past two years takes great pride in 
the fast expansion of branches of 
banks. It is stated that between July 
19, 1969 and April 30, 1971, 3,419 new 
offices were opened by the commercial 
banks. The new offices opened by the 
public sector banks were as many as 
2,934 and 70 per cent of these were in 
unbanked rural areas. No effort has 
however been made to work out the 
cost-benefit ratio of each one of these 
offiees as it is known that most of them 
are a drag on the working of the banks. 

It should not be forgotten that be¬ 
fore nationalisation of the 14 leading 
banks, the State Bank of India haa 
worked out a plan for opening up rural 
branches but for each such office it 
received financial assistance from the 
Reserve Bank of India. It had been 
conceded by the Ministry : of 
Finance and the Reserve Batik of India 
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that rural offices of the State Bank of the difficulty of choosing the workers’ 
India were a burden on the working directors from the representatives 

of the bank and Without special assis- of various labour unions. Even after 

tance, even a nationalised bank would this problem is sorted out—though 

not dare undertake the costly luxury of there are few hopeful signs—the hetro- 

opening branch offices in unbanked genous character of the new boards of 

rural areas. The 14 nationalised banks directors is likely to be of little help in 

have now been forced to undertake the implementing the policies chalked out 

expensive exercise of having rural by the Ministry of Finance and the Re¬ 
branches where the volume of banking serve Bank of India, 

business is not worth the expenditure 

involved. All that this policy of The nationalised banks arc virtually 
indiscreminate branch expansion has being forced to disburse credit to small 

done is to add to the expenditure of the borrowers without regard to their credit- 

banks and give a talking point to Mr worthiness or even the credit worthiness 

Y. B. Chavan; the cost to the nation is of their proposals. The bankers who 

indeed stupendous. have always deemed it their religious 

duty to take all possible measures to 
The nationalised banks have had the safeguard the deposits of the people, 

benefit of the so-called advice of the are finding it hard to swallow the new 

mini-boards of directors which were guidelines which are currently being 

constituted in a hurry and were man- provided to them. The government 

ned in many cases by persons who had has however set up a special corpora- 

no experience in this specialised field, tion to provide guarantee cover to 

In fact, many custodians found some small loans which is expected to remove 

of the new directors so ignorant about the “justifiable apprehensions” of the 

banking principles that they had to traditional bankers but it is hard to 

turn down politely some of the grotes- visualise the fate of such a corporation, 

que suggestions made by them. The Indiscriminate lending to small borrow- 

proposal to provide for full-fledged ers without taking the necessary pre¬ 
boards of directors to these banks has cautions may lead to the bankruptcy 

made little progress so far because of of the corpoiatinn. 


Andhra’s Deficit Budget 


stupendous effort, Mr Reddi has 
thought it advisable to correct only the 
current budgetary position and repay 
the debts incurred in Connection with 
Plan expenditure in the previous year 
over a period. 

Even in regard to the current year, 
no new taxes have been proposed now 
as some measures have already been 
adopted for securing additional reve¬ 
nues and some others are under consi¬ 
deration. The increase in the motor 
vehicles tax on contract carriages and 
the levy of a surcharge on motor vehi¬ 
cles tax in respect of fleet-owners will 
together yield a fresh revenue of Rs 1.30 
crorc*. A bill is already before, the 
legislature seeking to empower the state 
government to levy stamp duties on the 
basis of market values of property 
irrespective of vVhatever values that 
might have been mentioned in the 
documents. This will yield a revenue 
of Rs 1.50 crores. There is besides, a 
proposal for rationalising the sales tax 
structure on the basis of the recom¬ 
mendations of the National Council of 
Applied Economic Research which was 
asked to review the tax structure with 
a view to eliminating anomalies and ex¬ 
panding the scope for additional reve¬ 
nues. It is also estimated that an extra 
amount of three crores of rupees will 
be available from the central govern¬ 
ment as the state’s share of additional 


After the disastrous experience of 
1970-71, the Finance Minister of Andhra 
Pradesh, Mr K. Vijaya Baskara Reddi, 
has made an attempt to formulate the 
budget estimates for 1971-72 on a real¬ 
istic basis and achieved nearly overall 
balance even after meeting an increased 
Plan outlay and a higher level of reve¬ 
nue expenditure. The improved per¬ 
formance in the current financial year 
has been made possible by a sizable 
increase in revenue receipts to Rs 
319.65 crores due to the scrapping of 
prohibition and larger receipts under 
various heads. There will actually be 
a surplus of Rs 13.78 crores on reve¬ 
nue account against a deficit of Rs 
12.02 crores in the revised estimates 
for 1970-71. However, with an in¬ 
crease in the Plan outlay to Rs 105.08 
crores from Rs 86,68 crores in the pre¬ 
vious year, there will be a deficit of 
Rs 23.37 crores in the capital budget. 
Even after taking advantage of the sur¬ 
plus on revenue account, there will be 
an overall deficit of Rs 9.59 crores. 
The financial position of the state 
government, however, is not comfort¬ 
able as there was a minus opening cash 
balance of Rs 47.34. crores taking the 
total cumulative deficit to Rs 56.93 
crores, 

Mr Yijaya Baskara Reddi however 
has not made any attempt to wipe 
but the fearlter deficits as this was 


excise duties on tobacco, textiles and 
largely the result of lower revenue sugar. It will, therefore, be seen that the 

receipts in 1970-71 and the incurring budgetary gap of Rs 9 59 crores will be 

of Plan expenditure for a sizable easily bridged, 

amount in the expectation that the 

required central assistance would be An effort could, however, have been 
forthcoming. As this expectation did made to impose additional taxation on 

not materialise the overall deficit prov- farm incomes as it is unlikely that there 

cd to be as much as Rfc 37.34 crores will be a faster growth of revenues in 

even with an opening surplus cash the coming years without a large indus- 

balance of Rs 83 lakhs. As the wiping trial base. There will, of course, be a 

out of this huge deficit will call for a bigger income from sales tax and excise 
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U is commonly known that our reserves strong prima facie case for thermal electri- 
of high grade coal are none too abundant and lication of certain sections of railways within 
despite this, we have been using a very large a radius of 150 or 200 miles from the coal 
quantity of this high grade coal in the most fields in Bengal and Bihar. By utilizing the 
wasteful manner imaginable, namely, burning inferior grades of coal,which cannot bear the 
it in railway engines to raise steam. Of the cost of transport to other areas, at the source 
heat energy created by coal in the locomotive wc could effect an economy of nearly 2 or 2$ 
only about 4 per cent is used up in the gene- million tons of coking coal and 4 to 4} 
ration of steam* while the remaining 96 per million tons or good steam or gas coal per 
cent runs to waste. This is in addition to the annum. The National Planning Committee s 
loss of the various by products of coal such Sub-Committee on Power and Fuel has also 
as benzene, naphtha, hydrogen and so on which come to the same conclusion as Sir Ginwala. 
we are to put to waste due to the burning of coal It has recommended the electrification of rail- 
in the locomotives. A way out of this wastage ways* as far as possible in order to conserve 
was suggested by Sir Padamji P. Cinwala the very limited coal resources, 
who, in a memorandum last year, made out a 
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duties if there was heavier expenditure 
by the agricultural income groups on 
consumer and durable goods and on 
liquor. The advantage arising out of 
this possibility, however, is not clearly 
determinable. Besides, it should be stat¬ 
ed that the effort made by the state 
government is not adequate if it is 
pointed out that the Tamil Nadu 
government has raised steeply the rates 
of agricultural income tax, while sales 
tax rates are much higher in its region 
than in Andhra Pradesh. The latter 
government has also the disadvantage 
of much of its expenditure on Plan 
schemes yielding tangible results only 
over a period. Even here, the outlay 
on the Nagarjunasagar and Pochampad 
projects and connected irrigation faci¬ 
lities will be reflected mainly in larger 
agricultural production and a streng¬ 
thening of the agricultural economy. 
While these will be reflected in a higher 
standard of living of the regional popu¬ 
lation, it will be a long time before the 
interest charges on these projects can 
he fully recovered by the state govern¬ 
ment. It is not known whether the 
charges for irrigation facilities and the 
levy of betterment fees will be formulat¬ 
ed in such a way that the interest charg¬ 
es on the concerned projects can be 
fully recovered and it would also be 
possible to recover the expenditure over 
a period. 

The state government should, there¬ 
fore, take note of the peculiar character 
of its budgetary position and adjust its 
finances in a manner that rising interest 
charges on new schemes do not have a 
complicating effect if they could not be 
fully recovered in the shape of water 
rates, betterment Ices or electricity 
charges and duties. 

The central government too should 
help this state with special assistance 
as it has the compulsion to spend its 
resources on a determined basis, it be¬ 
ing necessary to allocate separately 
resources for Telengana, Rayalaseema 
and coastal Andhra Pradesh. There has 
thus to be a rescheduling of repayment 
of debts relating to the Nagarjunasagar, 
Pochampad, Srisailam and other pro¬ 
jects which have long gestation periods. 
The state is seriously handicapped on 
account of the earlier concentration on 
the execution of the Nagarjunasagar 
and other schemes. Even now large 
amounts have to be spent on the excava¬ 
tion of canals and the creation of 
distribution facilities. Only if the work 
in this regard was speedily completed, 
the outlay on the main projects would 
be fully worthwhile. 

A sum of Rs 20 crores will be spent 
in 1971-72 for the canal systems of 
the Nagarjunasagar and Pochampad 
projects. The Krishna-Codavari drain- 
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ago scheme has to be implemented with 
the levy of a cess and a loan from the 
Life Insurance Corporation. There are 
also other new irrigation projects in 
their early stages which may require 
heavy expenditure over a period. 

Apart from irrigation projects which 
will absorb over Rs 22 crores in 1971-72, 
power projects have been allotted Rs 
42 crores against Rs 36 crores in 1970- 
7J. The Kothagudem extension scheme 
alone will require Rs 12 crores and the 
Lower Sileru Project Rs 6 crores. 
The pace of work on the Srisailam pro¬ 
ject will also be expedited but it is still 
feared that there will be a big gap 
between demand and availability of elec¬ 
tricity and it would be necessary to 
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purchase large blocks of power from 
Mysore and Tamil Nadu. It has 
actually been demanded that Andhra 
Pradesh should have a share of the 
power generated by the central projects 
at Neyveli and Kalpakkam in Tamil 
Nadu. It has however been indicated 
that only a portion of the power gene¬ 
rated by the second unit of the Kalpa¬ 
kkam atomic power station will be 
available for Andhra Pradesh and 
Mysore. The problems of Andhra 
Pradesh, as stated above, are therefore 
peculiar in character. Unless there was 
a proper appreciation of the need for 
mobilising additional resources and an 
intelligent re-scheduling of debt repay¬ 
ments, the fourth five-year Plan cannot 
be implemented on the desired lines. 
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Production Function for Major 
Industries 

B- K* SINHA. S* N. GHOSH & A* LAH1RI 


No study appears to have been made 
in India on econometric determination 
of a production function for any indus¬ 
try based either on time scries or 
cross-sectional data. Many studies on 
these lines have been made in the 
USA, the UK, Australia and Canada. 
These studies aim at establishing a tech¬ 
nical relation between output on one 
hand and various combinations of la¬ 
bour and capital on the other with the 
object of measuring elasticity of margi¬ 
nal productivity of labour and capital. 
In other words, it seeks to discover 
the effect of change in labour and 
capital on production. 

Effect of Plans 

An attempt has been made here to 
obtain production functions for major 
Indian manufacturing industries for the 
years 1951, 1956, 1961 and 1965 and 
study whether there has been any 
change in the pattern of production 
functions with the passage of time. 
These years have been carefully selected 
so as to see whether five-year Plans have 
something to do with the changes in 
production function. 

Nineteen major industries have been 
included for the study. Cross-section 
data on labour, capital and production 
over the periods have been collected 
from the “Census of Indian Manufac¬ 
turers'’ and ‘‘Annual Survey of lndus- 
ries”—both publications of the Central 
Statistical Organisation. 

Production function is the name given 
to the relationship between the output 
of product and input of productive 
factqrs. There are in essence only two 
productive factors—the services of 
human being, or labour, and the ser¬ 
vices of natural resources, or land. But 
it has been long recognized by econo¬ 
mic theorists that there is a third pro¬ 
ductive factor capital which also contri¬ 
butes to production. It is difficult *to 


say which one is more important since 
each is indispensable to the other. 
Of the three, however, labour has 
through the history of capitalism been 
able to command a preponderant share 
of the total income from production, 
and in this sense at least the “more 
important” of the three basic factors. 

Productive Inputs 

For the present study we have select¬ 
ed labour and capital as the inputs 
of productive services. The amount of 
productive services necessary to pro¬ 
duce a unit of product is called the 
technical coefficient of production of 
that service. When these coefficients 
arc evaluated independently and the 
sum of coefficients add up to unity, we 
say that the technical relation is under 
‘constant returns to scale', and the 
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productive factors considered are the 
only ingredients determining the pro¬ 
duction. 

In each of the years under study each 
manufacturing industry has been treat¬ 
ed as an observation with its respective 
quantities of labour, capital and 
production. These terms have been 
defined as follows: 

Labour (L)=total number of persons 
employed; 

Capital (C)-total productive capital 
of the industry; 

Product (P)—value added by manu¬ 
facture, i.e. value of output minus 
value of input. 

The data under the above heads arc 
depicted in Tables III to VI. 

The mathematical model employed 
is the usual one employed in all studies 
of production function and introduced 
by Cobb & Douglas: 

P“ L* C? 

i. t\, P=KL* C^. where K is a cons¬ 
tant .(1) 

The above equation can be re-written 
as a linear one by using the logarith- 


Table I 

VALLES OF THE CO-EFFICIENT EXPONENTS OF 
PRODUCTION FUNCTIONS 


No. of 


Year 

industries 

K 

cc 

d « 

P 

3/3 

“+/J 

1951 

19 

0.63 

0 29 

0.23 

0 71 

0.25 

1.00 

1956 

19 

0.85 

0.25 

0.16 

0.71 

0.17 

0.96 

1961 

19 

0.86 

0.39 

0 12 

0.51 

0.12 

0.90 

1965 

19 

2.03 

0.32 

0. 19 

0.55 

0.18 

0.87 


Table II 

DEVIATION OF ACTUAL PRODUCT P FROM PRODUCT 
P* COMPUTED UNDER THE FORMULA 


Percentage of deviations from AA' 


Year 

withindzls 

withindb2s 

1951 

79 

95 

1956 

63 

100 

1961 

68 

95 

1965 

95 

100 
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mic values of the variables. The equa¬ 
tion then becomes: 
log P=log K4 « log L+p log C.. (2) 

Equation (2) can be best fitted by the 
method of least squares and the values 
of constants arc obtained. 


As well be seen here the exponents 
a and p are the elasticities of output 
(technical co■efficients of production) 
with respect to labour and capital. 
Elasticity of output (P) with respect to 
labour (L) and capital (C) is defined 
respectively as. 


?P L 
0L ’ P 

?P C 
zc ‘ p 


( 3 ) 

(4) 


From equation (1) by tak'ng partial 
differentiation we obtain. 


3P 

01. 


a 

= KC ccL 


a -i 


(5) 


~ - KL * .... (6) 


Combining equation (I ) with (5) and 
(6) we get, respectively. 


SP L 
?L P “ 

and *£ p - p 


Values of constants of equation (1) 
have been evaluated by the methods of 
least squares and the relationship be- 
between Product, Labour and Capital 
obtained are: 

P--- 0 63 L°- 29 C 0 T1 Tor 1951 
P 0.85 L» M C° 71 for 1956 
P—1.86 L®- 29 CL -’ for 1961 
P 2.03 L°• 112 C"- w for 1965 


The above relations suggest that in 
1951 and 1956 for an increase of capital 
by one per cent, labour remaining un¬ 
changed, the corresponding increase in 
product was about 0.71 per cent. 
Again, in the same period 1951 and 
1956, for one per cent increase of 
labour, capital remaining unchanged, 
there was about 0.29 per cent increase 
in ttie product in 1951 and about 0.25 
percent increase™ 1956. In 1961 and 


Table III 

BASIC DATA FOR DEDUCING PRODUCTION FUNCTION : 1951 


Total Total Value 

number productive added by 
Name of industry of persons capital manufacture 

employed employed 
(thousands) (Rs million) (Rs million) 


1. Flour Mills 

5.5 

41.3 

11.1 

2. Rice Mills 

43.3 

121.3 

19.0 

3. Sugar 

4. Edible Hydrogenated Oils 

120.0 

709 0 

». 

229.3 

(Vanaspati) 

5. Edible Oils (other than Hydrogenated 

8 4 

152 0 

28.8 

Oils') 

47.7 

330.7 

24 1 

6. Starch 

2.8 

11.7 

2.9 

7. Cement 

21 6 

209 2 

72.4 

8. Cotton Textiles 

660 5 

2322 4 

1437.9 

9. Woollen Textiles 

14 4 

95 9 

41.1 

10, Jute Textiles 

287.4 

778 0 

533.5 

11. Paper & Paper-board 

21 6 

170 7 

70.2 

12. Sewing Machine 

2 5 

11 7 

6 2 

13, Electric Fans 

5 3 

21 1 

10.8 

14. Electric Lamps 

1.7 

17.8 

4.3 

15. Paints and Varnishes 

5.3 

49.7 

26.0 

16. Soaps 

6.3 

96.2 

58.2 

17. Glass & Glassware 

22.0 

39.1 . 

20.5 

V8. Matches 

12.2 

31.7 

31.1 

19. Iron & Steel 

79 0 

563.8 

2‘65.1 


THEORETICAL 4 OBSERVEO VALUES OF LOO P FOR 
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Pan Am 
announces 


The Delhi Double 


Now! twice a day 

to theUSA. 



WESTWARD 

daily services to 
Beirut, Istanbul. Rome, 
Paris, Frankfurt, 



daily services to 
Bangkok, Hong Kong, 
Tokyo, Honolulu and 
mainland USA 


• Include* Rangoon twice a week. 

Fly Fan Am. the only airline to introduce daily services 
Atom New Delhi through the Middle East, Europe as 
veil as the Orient and the Pacific. Pan Am offices and 
H*vel agents throughout the world are wailing to serve 
you in arranging for your trip, hotel acnommodation and 
*11 your travel requirements. After ad, par only reason 
for these flight schedules is YOU* 


Call your Pan Am Travel Agent or call na> 

• New Delhi. Chanoraiok, 36 Janpath, Tel. 43571 

• Bombay ; T«j Mahal Hotel, Tel: 255448, 255454 

• Calcutta 42 Chowriaghec Road, Tel: 44*3251 

• Madras; 8/9 Thambu Chetty Sweat, Tel: 29301, 1324, 

• Kathmandu: Hotel Soaltoe-Oberol, Tol: 11211. 

• Colombo (Ceylon) ; Kotlupitiya. Tel 78271 

World’* most experienced airline 


$ 


PAA.1 
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We need 84 million roofs 
above our heads 

so we aim at concrete thinking' 


India needs 84 million homes right now. And we're not home makers. 
But if you look at it as a concrete problem we can offer concrete ideas. 
We can design, manufacture and instal cement ptants. We can help 
reach the target of 3z million tonnes of cement which India hopes to 
produce by 1980. 


That's one field of our activity. Constructive thinking is another. 

Our wholly owned subsidiary. Engineering Construction Corporation 
Limited (ECC) constructs factory buildings, bridges, docks, silos, 
skyscrapers... L&T together with ECC has helped in building 
major projects like the Nagarjunasagar Dam, Neyveli Lignite 
Rourkela Steel plant, Gauhati and Madras oil refineries, 

Gujarat and Kanpur fertilizer plants, the ‘hot lab’ 
for the Bhabha Atomic Research Centre... 

We cement our talents with all our associate and 
subsidiary companies. Together we serve every vital 
industry—oil and minerals, power and agriculture, 
iron and steel, fertilizer, paper, sugar... 

•* 

LARSEN A TOUBRO LIMITED 
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1965 the exponent of capital came 
down and that of labour went up 
slightly. Thus elasticity of marginal 
productivity of labour went up and 
that of capita! came down after 1956. 
In the United States where capital per 
worker is appreciably greater, the expo¬ 
nent of capital has a lower value than 
that of labour. It is not unlikely that in 
India where capital per worker is com¬ 
paratively lower the exponent of capital 
has a higher value. However, rise in the 
exponent of labour has correspondingly 
brought down the exponent of capital, 
thus suggesting an increase in capital 
investment per worker. 

The value of exponents of labour 
and capital viz. « and /? along with their 
respective values of errors have been 
shown in Table I. (p. 327) 


The sum of the exponents is unity in 
1951 and near unity in 1956, but it 
steadily came down to 0.90 in 1961 
and 0.87 in 1965 warranting statistical 
test to see whether the basic assumption 
of linear homogeneity of the function 
held or not. This was done by deter¬ 
mining the exponents for two years 
(1961 and 1965) under the restriction 
and thus determining only 
one of the exponents independently. 
Then the sum of squares of residuals 
for both fits was compared by F test. 
The F test suggested that the value of 
the sum of the exponents in 1961 and 
1965 were not significantly different 
from one at one per cent level of signi¬ 
ficance, but when considered at five 
per cent level the value of the sum of 
exponents for 1965 became significant. 
Thus, it may be concluded that up to 
1961 the basic assumption of linear 
homogeneity of the production func¬ 
tion was in essence valid and we had 
constant return to scale since coeffi¬ 
cients a and p were determined indepen¬ 
dently. For any change in the produc¬ 
tive factors, therefore, there would 
be proportional change in the 
product. 

In 1965, however, some change was 
observed and the production function 
was not fully described by capital and 
labotir alone. Some other (actors 
possibly of qualitative nature e.g., 
quality of management; enterpreneur- 


Table IV 

BASIC DATA FOR DEDUCING PRODUCTION FUNCTION ; 1956 


Total Total Value 

number productive added by 
Name of industry . of persons capital manufeture 

employed employed 
(thousands) (Rs million) (Rs million) 


1. Flour Mills 

7 4 

62.6 

28.8 

2. Rice Mills 

67.5 

225.9 

69.1 

3. Sugar 

4. Edible Hydrogenated Oils 

134.7 

1138.7 

306.3 

(Vanaspati) 

5. Edible Oils (other than by hydroge- 

8.1 

115 6 

42.4 

nated oils) 

51 0 

318.7 

67.9' 

6. Starch 

1.9 

26.8 

6.2 

7. Cement 

26.2 

467.3 

109.2 

8. Cotton Textiles 

782 4 

2854 6 

1727.0 

9. Woollen Textiles 

15 4 

84.7 

35.9 

10. Jute Textiles 

273.7 

833 5 

414.1 

11. Paper & Papcr-aboard 

29 9 

292.8 

112.8 

12. Sewing Machine 

4 6 

24.4 

15.8 

13. Electric Fans 

4 5 

27.4 

9.4 

14. Electric Lamps 

2 6 

21.3 

9.4 

15. Paints & Varnishes 

6 3 

53.5 

35 7 

16. Soaps 

5.9 

92 8 

57.5 

17. Glass & Glassware 

25 3 

74.2 

29.1 

18. Matches 

16 5 

37.9 

38.1 

19. Iron & Steel 

88.0 

940.2 

551.1 


theoretical * observed values or log p por ' 
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Table V 

BASIC DATA FOR DEDUCING PRODUCTION FUNCTION : 1961 


ship, skill of labour, labour relation etc. 
might have affected this likely change. 

It may further be observed from the 
above tale that the co-effcient 
registered a gradual increase over the 
years. It was 2.03 in 1965 as against 
1.86 in 1961, 0.85 in 1956 and 0.63 
in 1951. A rise in the value of this co- 
effcient suggests an increase in product 
with the same input of labour and 
capital. It may be inferred, therefore, 
that over the years the manufactuiing 
processes have undergone significant 
changes and thus Indian industries as 
a whole have registered an improve¬ 
ment in manufacturing techniques. 

The theoretical values of log P (say 
log P') have been computed by the 
formula and values of log P' have been 
plotted against log P. This has been 
done for all the four years in four 
separate graphs. A scatter is obtained 
around the line AV' which is at an 
angle or45 to the X-axis such that the 
observations would fall on the line in 
case of perfect correspondence between 
theoretical and actual values. To mea¬ 
sure scatter more precisely two sets 
of bands have been laid out on the 
graph the first at a distance of do one 
standard error of estimates) and the 
second band at a distance of do two 
standard errors of estimatse from the 
line of expected relationship XX'. 


Some differences between actual and 
theoretical values of P fas expected by 
formula) may result from either of the 
following reasons: (i) errors of mea¬ 
surement, (ii) dillercncc in the technical 
effectiveness of labour and capital m 
some industries, (iii) factor other than 
the quantities L and C influencing P, 
and (iv) other unassignable causes. If 
the above cited causes are random 
in nature, then the values of exponents 
of labour and capital are the mam 
determinants of the end tesult ‘Pro¬ 
duct*. Under this situation it is expected 
that 95 per cent of the theoretical 
values furnished by production func¬ 
tion would lie within do2 standard 
errors of estimate^). Table II (p. 327) 
shows percentage of observations lying 
within Is and do 2s. 

From the graphs it appears that 


Name of industry 


1. Flour Mills 

2. Rice Mills 

3. Sugar 

4. Edible Hydrogenated Oils 
(Vanaspati) 

5. Edible Oils (other than hydrogenated 
Oils) 

6. Starch 

7. Cement 

8. Cotton Textiles 

9. Woollen Textiles 

10. Jute Textiles 

1 1. Paper and paperboard 

12. Sewing Machines 

13. Electric Fans 

14. Electric Lamps 

15. Paints & Varnishes 

16. Soaps 

17. Glass & Glassware 

18. Matches 

19. Iron & Steel 


Total Total Value 

number productive added by 
of persons capital manufacture 
employed employed 
(thousands) (Rs millions) (Rs millions) 


8.2 

76.1 

28.9 

25.8 

74.9 

36.0 

124.6 

1397.3* 

463.7 

9 9 

136 2 

71.7 

20 4 

150 7 

58.5 

2 5 

34 7 

12.7 

28.3 

626 3 

149 5 

820 0 

3007 4 

2420.3 

21 6 

159 8 

79.5 

225 ’ 

715 9 

345.2 

46 4 

666 3 

185 2 < 

4.3 

20 4 

18.7 

8.3 

35 4 

42 1 

3 7 

39.7 

15.3 

6 2 

65.9 

34 8 

7.0 

128 2 . 

96 2 

35 2 

120 6 

61.7 

14 0 

44.3 

51 3 

171.7 

2827.9 

720.6 


THEORETICAL 4 Oa$ERVEQ VALUES OF LOOP FOR 
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Table VI 

BASIC DATA FOR DEDU CING PRODUCTION FUNCTION: 1965 


Anm2fki9ii 

except for one observation in 1951 
and one in 1961 all points lie within 
dz 2s band showing close fit between 
theoretical and actual values. 

The data available for industrial 
production, manpower and capital for 
few major manufacturing industries 
of India have been used for construc¬ 
tion of ^production functions” for the 
years 1951, 1956 and 1961 and 1965. 
Closeness of fit of the “production 
function” over the years proves that 
labour and capital are the main deter¬ 
minants of the production function as 
far as India is concerned. Other factors 
affecting production have not changed 
much and their effects are not signi¬ 
ficant. 

The essence of economic progress is 
a change in “production function”. 
No appreciable change has been ob¬ 
served in the pattern of “production 
function” as there is no clear evi¬ 
dence of any third factor affecting the 
production function. However, the ob¬ 
served increase in the exponent of 
labour indicates the fact that there is 
an increase in capital per worker. 
Moreover, the increase in the co¬ 
efficient ‘K’ indicates a shift in manu¬ 
facturing processes evidently suggesting 
an upward trend in absolute return 
with identical input of labour and capi¬ 
tal over the years. This may be due to 
improved techniques followed in the 
producing units. 

REFERENCES : 

1. Daly Patricia & Douglas Paul H.—“The 
Production Function for Canadian Manu¬ 
facturers”, Journal of American Statis¬ 
tical Association, Vol. 39, 1943. 

2. Lcser Conrad E.V.—“Production Functions 
for the British Industrial Economy”, 
Applied Statstics, Vol. 111. 1954. 

3. Titner, Gerhard—“Econometrics”, John 
wiley & Sons, New York, Champman & 
Hall Ltd, London, 1952. 

4* Fisher R.A.—“Statistical Methods for Re¬ 
search Works”, Oliver & Boyd, London, 
1950. 

5. Bain J.S.— 4 *Prfemg # Distribution and Em¬ 
ployment.”, The World Press, Calcutta, 
1953 . 

6. StiglerG.J —“The Theory of Price”, The 
Macmillan Company, New York, 1954. 


Name of industry 


1. Flour Mills 

2. Rice Mills 

3. Sugar 

4. Edible Hydrogenated Oil (Vanaspat i) 

5. Edible Oils (other than hydrogenated 
oils) 

6. Starch 

7. Cement 

8. Cotton Textiles 

9. Woollen Textiles 

10. Jute Textiles 

11. Paper & paperboard 

12. Sewing Machines 

13. Electric Fans 
,14. Electric Lamps 

15. Paints & Varnishes 

16. Soaps 

17. Glass & Glassware 

18. Matches 

19. Iron & Steel 


Total Total Value 

number productive added by 
of persons capital manufacture 

employed employed 

(thousands) (Rs million) (Rs million) 


8.8 

103.4 

48.2 

26 5 

105.9 

35.5 

128,4 

1671.4 

529.0 

11.0 

186.8 

95.7 

23.8 

211.6 

97.1 

2.7 

43.5 

26.3 

32.8 

884.8 

266.2 

791.0 

4122.7 

2617.7 

27.2 

292.8 

116.2 

270 6 

874.6 

629.7 

60 9 

1280.9 

308.9 

6.0 

37.3 

29.5 

12 3 

73.9 

68.1 

6 3 

69.3 

26.8 

8.2 

130.2 

59.9 

7.1 

206.7 

96 1 

42 7 

222.3 

88.9 

13.6 

65.2 

56.9 

298.3 

11251.8 

1621.5 
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"The two Stales in Germany 
are not only neighbours, 
but parts of one nation 
who continue to have a lot 
in common. Can there be 
anything more natural for 
them than to settle practical 
problems as reasonably 
as possible?" 

Willy Brandt 


Chancellor Willy Brandt's 
grand design of reconciliation 
envisages “mutually acceptable 
solutions in the fields of trade 
and industry, science, 
transport, postal services, 
cultural affairs." But its 
success or failure will also 
depend on the attitudes of 
other nations, including India. 
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mOM THE PRESS GALLERY 

Indo-Soviet Security Treaty Hailed 

OUR PARLIAMENTARY CORRESPONDENT 

NEW DELHI, Saturday, 


TH*s year's budget session of Parlia¬ 
ment, which ended to-day, will go down 
in the annals of the country as a histo¬ 
ric one on two counts. First, a momen¬ 
tous step was taken during this session 
in the form of the adoption by the two 
Houses of the Constitution (Twenty- 
fourth Amendment) Bill, which, by 
empowering the Parliament to amend 
any part of the Constitution, including 
the Chapter on Fundamental Rights, 
sought to restore its supremacy over 
every institution in this country. 
Secondly, the government during this 
session signed with the Soviet Union a 
wide-ranging treaty which takes in 
its sweep issues of both war and 
peace. 

The Indo-Soviet Treaty (sec text in 
the Records and Statistics section), 
signed on August 9, which the Minister 
for External Affairs, Mr Swaran 
Singh, described as a deterrent “to 
any power that may have aggressive 
designs on us,” received an overwhelm¬ 
ing support from the Parliamentarians. 
The spokesmen of the Swatantra group 
and the unified Socialist Party in the 
Lok Sabha, Mr Piloo Mody and Mr 
Samar Guha, respectively, were the 
only two to sound discordant notes 
when the issue came up for discussion 
in that House. 

Indecent Haste 

Mr Mody observed that he would 
have welcomed the treaty if it had been 
designed to specifically solve the prob¬ 
lem of Bangla Desh refugees, halt the 
foreign arms aid to Pakistan and con¬ 
tain China, if it intervened in a con¬ 
flict against us. He, however, thought 
that the treaty had been concluded in 
some “indecent haste” and at a time 
when the Soviet Union had been isola¬ 
ted and we had all our options open. 
Barring the absence of a provision for a 
joint overall command, the treaty, Mr 
Mody opined, was indistinguishable 
from the Warsaw Pact. Far from any 
benefits accruing out of it to us, the 
Soviet Union would reap all the ad¬ 
vantages from it, especially since it 
was looking for bases in the Indian 
ocean. In his criticism of the treaty, 
the Swatantra group’s spokesman also 
referred to the fate of the countries 
like Hungary, Czechoslovakia and 


Sudan which had signed similar agree¬ 
ments with the Soviet Union. 

Mr Samar Guha, claiming to speak 
as a representative of the unified Social¬ 
ist Party, observed that while his party 
welcomed close relationship with the 
Soviet Union, it felt unnecessary “to 
codify the relationship”. By signing 
this treaty, he feared, we have become 
politically, economically and militarily 
aligned to the Soviet Union. He drew 
the attention of the government to the 
fact that nearly 80 per cent of the ex¬ 
ternal assistance came to us from the 
western countries. 

Seme independent members like Mr 
Shibban Lai Saxcna expressed the view 
that the policy of non-alignment, which 
was initiated by Late Jawaharlal Nehru, 
had been hurried deep by Mr Nehru’s 
daughter, the present Prime Minister, 
Mrs Indira Gandhi. The consequence 
of the treaty, he felt, would be that we 
would became a satellite of the Soviet 
Union. 

Assurance Needed 

Significantly enough, the Jana Sangh 
spokesman, Mr A.B. Vajpayee, wel¬ 
comed the treaty; we at last, he felt, 
had found a friend who could be trusted. 
He, however, wanted similar treaties 
to be signed with other nations. The 
Jana Sangh leader also wanted the go¬ 
vernment to seek assurances from the 
Soviet Union about the correcting of 
maps in which our boundrics had been 
wrongly depicted and stopping of the 
broadcasts from the Radio Peace and 
Progress that were critical of certain 
political parties in our country. 

The DMK spokesman, MrK. Mano- 
haran, saw in the treaty a reflection of 
the mutual trust and understanding 
between the Soviet Union and our 
country. He, however, did not quite 
appreciate the fact that the treaty 
should hold good for 20 years. He too. 
like the Jana Sangh spokesman, wanted 
exploration of the possibilities of de¬ 
veloping healthy contacts with other 
countries, including the United States. 

As regards the attitude of the two 
factions of the Communist Party to¬ 
wards the treaty, while Mr Hiren 
Mukherjee (CPI) whole-heartedly ac¬ 
claimed it by referring to the many 
fields of co-operation between us and 
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Soviet Union, Mr A.K. Gopatatv 
(CPM) welcomed the treaty against 
the background of the supply of US 
arms to Pakistan. He hoped that it 
would act as a deterrent to the sabre- 
rattling of President Yahya Khan. 
Mr Gopalan, stressed the need for self- 
reliance in defence so that we have not 
to depend on such agreements and pacts 
permanently. 

The Congress (R) members, as could 
be expected, solidly expressed them¬ 
selves in favour of the treaty. The 
Congress(O) leader, Mr S.N. Mishra, 
though welcomed the pact, expressed 
the view that its real test would be in 
Bangla Desh. He did not think that the 
treaty had been signed by the govern¬ 
ment of India from any position of 
weakness. 

No Deviation 

Tn his reply to the debate, Mr Swaran 
Singh tried to dispel the fears that by 
signing the treaty, the government had 
said good-bye to the policy of non- 
alignment. He stressed that the treaty 
would not restrain us from taking any 
action in regard to Bangla Desh. It 
did not limit our options and it did not 
mean any compromise on the policy of 
non-alignment. The treaty, he further 
said, had not been signed in any haste. 
He disclosed that talks on it had gone 
on with the Soviet Union for about 
two years at various levels. Mr Swaran 
Singh hoped that the treaty would deter 
Pakistan from foisting a war on us. 

The Minister for External Affairs 
clarified that the treaty was neither a 
military pact nor a defence agreements; 
it only provided for consultations and 
not for any “automatic drawal” of the 
parties into any armed conflict. He 
chided Mr Piloo Mody for oomparing 
the treaty with the Warsaw Pact. The 
treaty, he asserted, would not come in 
our way if wc decided to depart from 
the policy of using nuclear energy only 
for peaceful purposes. The Soviet 
Union, he emphasised, had entered 
into this agreement in full knowledge 
of our position on the nuclear non¬ 
proliferation treaty. Mr Swaran Singh 
"drew the attention of the House to the 
clause in the treaty which said that the 
Sov iet Union respected our territorial 
integrity and appreciated the policy 
of non-alignment, lie assured the 
House that the Soviet Union would 
correct the maps in which our bound- 
ries had been wrongly depicted. 

The Rajya Sabha also had an oppor¬ 
tunity to discuss the Indo-Soviet 
Treaty. Intervening in this debate, the 
Prime Minister denied the report of New 
York Times that in return for 
the Soviet Union's pledge of support 
under this freaty, we had agreed 
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not to recognise Bangla Desh. The 
Ministei for Defence, Mr Jagjivan Ram, 
replied to this debate in the absence of 
the Minister for External Affairs. He 
made the forthrighl declaration that a 
political settlement in Bangla Desh 
could be possible only on the basis of 
independence for the territory. He also 
scathingly criticised the "LIS administ¬ 
ration for assisting Pakistan. Mr 
Jagivan Ram fell that lhe Nixon ad¬ 
ministration had isolated itself from 
the people of the United States; “if it 
does not see the sign of the times, it 
will cause greater harm to itself than to 
India/’ While some members criticised 
the treaty, most of the members ex¬ 
pressed themselves in favour of it. 
The stands of the various parties on 
the treaty in this House were practically 
the same as enunciated by their spokes¬ 
man earlier in the Lok Subha 

Constitution Bill Adopted 

The Constitution (Twenty-fourth 
Amendment) Bill which was adopted 
by the Lok Sab ha last week with an 
overwhelming majority, was passed 
this week by the Rajva Sabha also with 
an equally overwhelming vote --- 177 
for and only three against; one mem¬ 
ber abstained 

The Upper House debate on the Bill 
followed more or less the same pattern 
as that of the discussion in the Lok 
Sabha. The defence of the government 
for the measure was also on the same 
grounds as enunciated in the Lower 
House. The Prime Minister assured 
the Rajya Sabha that the Bill 
would not result in the curbing of 
fundamental rights or the rights of 
minorities, as feared by some opposi¬ 
tion members. The government, she 
stressed, did not want to take away 
anybody's property. Mrs Gandhi did 
not agree with those who felt that the 
measure would result in a confronta¬ 
tion between Judiciary and Parliament. 
She saw little sense in the suggestion 
of some members that the government 
needed a mandate for changing the 
Constitution and pointed out that not 
only the Congress (R) manifesto but 
also the manifestos of several other 
parties had emphasised during the last 
election, the need for a change. The 
Prime Minister further stated that the 
bill did not seek to weaken the Consti¬ 
tution; on the contrary, it sought to 
strengthen it. “We are giving the power 
to the people to amend the Constitu¬ 
tion. Jn any country, there is nobody 
greater than the people themselves", 
she declared. Mrs Gandhi described 
the talk of her assuming all powers 
and the country going the totalitarian 
way as baseless. 

In sharp contrast to the observations 
of Mr Frank Anthony -- an eminent 
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legal expert in the Lower House — the 
former Attorney-General, Mr fyl*C. 
Setalvad, who is a member of the 
Upper House, expressed the view that 
the Constitution (Twenty-fourth 
Amendment) Bill did not pose any 
threat to liberty. The rights of people, 
he asserted, could not be preserved by 
judgments of courts; they could be pre¬ 
served only by the people and their 
representatives functioning with due 
responsibility. Individual liberty, Mr 
Setalvad added, did not depend on 
what was inscribed or written in the 
Constitution; it depended on what the 
people and their representatives did. 
He further stated that “there is no rea¬ 
son to believe that the representatives 
of this and the other House will not 
deeply and carefully consider issues be¬ 
fore making any alteration in the Consti¬ 
tution which has been devised after 
great thought. If change is necessary, 
it is certainly up to the representatives 
of the people to make changes. The 
Constitution must be capable of adapt¬ 
ing itself to the needs of changing 
times." 

Erosion of Fundamental Rights 

The Bill came in for scathing criticism 
from the Jana Sangh and the Swatantru 
parties and from Mr Raj Narain (SSP). 
Some of the arguments advanced by the 
supporters of the bill were also coun¬ 
tered by Mr Buhubhai Chinai, a Cong- 
ress(O) member. Mr Chinai expressed 
the view that the amendment gave 
Parliament more than legislative pow¬ 
ers: while it eroded the Fundamental 
Rights, it would not help in tackling 
the unemployment, poverty and other 
problems. 

In his reply to the debate, the Law 
Minister, Mr H.R. Gokhale, did not 
accept the suggestions that the Bill 
ought to have been referred to the 
Supreme Court for opinion or it should 
be sent to a Select Committee for de¬ 
tailed scrutiny or that there should be 
referendum in the country before it 
was enacted. 

The Bill will be submitted to the 
President for assent after it has been 
passed by half the state legislatures as 
is required under the Constitution. The 
President will have to give his assent to 
it as the Bill itself contains a specific 
provision giving no option to him for 
declining assent. 

Among the other bills passed this 
week by one House or the other was 
the Prevention of Insults to National 
Honour Bill which was adopted by the 
Lok Sabha. This bill provides imprison¬ 
ment for three years for any disrespect 
or dishonour to the national flag, 
the national anthem aitd the Consti- • 
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titution. During the debate on the Bill, 
the Deputy Minister for Home Affairs, 
Mr F.H. Mohsin announced that the 
union government had taken a deci¬ 
sion, after consulting the President and 
governors of states, that with effect 
from August 15, only the national flag 
would flutter over the Rashtrapati 
Bhawan and the Raj Bhavans. Hither¬ 
to, the President and the state gover¬ 
nors had been using their individual 
flags over their residences. The Appro¬ 
priation (No. 3) Bill, which sought Rs 
200 crores for expenditure on Bangla 
Desh refugees, was returned by the 
Rajya Sabha; it has already been ap¬ 
proved by the Lower House. 

Finance Bill Amendment 

Two important bills were introduced 
in the Lok Sabha this week. One seeks 
to amend the Constitution with a view 
to withdrawing the recognition to the 
rulers of the erstwhile Indian states 
and to abolish their privy purses and 
special privileges. The other aims at c 
amending the Income-tax Act. the 
Wealth Tax Act and the Gifts Tax Act 
with a view to checking tax evasion and 
circulation of black money. The de¬ 
tails of the latter Bill are contained in 
the Records and Statistics section of 
this issue. 

A good deal of concern was expressed 
in the two Houses over the reported 
trial of Sheikh Mujibur Rehman by the 
military junta in West Pakistan. Shar¬ 
ing the concern of members, the Prime 
Minister disclosed that she had written 
to various governments urging them to 
intervene and impress upon the West 
Pakistan regime the imperative need for 
a political settlement of the Bangla 
Desh issue. The settlement, she added, 
could be had only with the Sheikh and 
his party. 

The Minister for Foreign Trade, 
Mr L.N. Mishra. revealed in the Rajya 
Sabha that the government did not rule 
out the take-over of cloth exports. The 
exports of cotton textiles during the ten 
months to January last, he obsevred* 
had aggregated to Rs 88 crores — Rs 
4 38 crores less than during the corresr. 
ponding period of the previous financial 
year. This was despite the provision of 
three incentives, namely, (i) an alloca 
tion of Rs 20 crores for import machi¬ 
nery for modernisation; (ii) the institu¬ 
tion of a soft-loan scheme to be hand¬ 
led by the Industrial Finance Coprora- 
tion; and (Hi) allowing of sizable im¬ 
ports of raw materials. 

The Finance Minister, Mr Y.B. 
Chavan, disclosed in the Rajya Sabha 
that the country’s total outstanding 
public debt as on March 31,1971, was 
Rs 7,687 crores and the debt raised out¬ 
side India Rs 7,100 crores,, 
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Go places with 




Service at Amsterdam airport 



Montreal 


The difference which puts KLM in a oises by 
itself. Made possible by devoted people. KLM 
people. With their friendly smile, thek helping 
hand. Giving you the same high standard o# 
service on the ground which has made KLM 
famous in the air. 

Let KLM show you the world. Go West. Go 
East. You have a choice of four spacious 
Super DC-8 jet flights from Delhi. To Europe 
on Tuesdays* and Saturdays* to Japan on 
Mondays and Fridays. Linking Delhi direct 
with Karachi, Cairo, Beirut, Athens, Zurich, 
Frankfurt, Amsterdam, Bangkok, Manila and 
Tokyo. 

KLM also offers you direct flights from 
Bombay, operated by its pool partners, 
Garuda Indonesian Airways. Two flights a 
week to Europe on Tuesdays*and Saturdays? 
two to Indonesia on Mondays and Wednes¬ 
days. Linking Bombay direct with Rome, 
Athens, Frankfurt, Amsterdam, Bangkok, Singa¬ 
pore, Jakarta and Bali. 

KLM's multi-stopover plan enables you to sea 
many attractive cities at no extra air fare. And 
that fare too, you can pay in easy instalments 
under KLM's "Fly Now, Pay Later Plan". 

*Casy connections available from Calcutta and Madras 



KLM serves as many as 96 cities in 66 countries 
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; Indore, Goa or Madras. 
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Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering ■ For better living 

India Linoleums Ltd., 
P.O. Birlapur, 24 Parganas, West Bengal. 
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WINDOW ON THE WORLD 


Nixon on the Dollar 


g His is the text or an address by 
esident Nixon, on nationwide radio 
and television on Sunday, August 15.) 

1 have addressed the nation a number 
of times over the past two years on the 
problems of ending a war. Because 
of the progress we have made toward 
achieving that goal, this Sunday even¬ 
ing is an appropriate time for us to 
turn our attention to the challenges of 
peace. 

America today has the best opportu¬ 
nity in this century to attain two of its 
greatest ideals; to bring about a full 
generation of peace, and to create a 
prosperity without war. 

This not only requires bold leader¬ 
ship ready to take bold action — it 
calls forth the greatness in a great 
people. 

Prosperitv without war requires 
action on three fronts: We must create 
more and better jobs; we must stop the 
rise in the cost of living; we must 
protect the dollar from the attacks of 
international money speculators. 

We are going to take that action. 
Not timidly, not half-heartedly, not in 
piecemeal fashion. We are going to 
move forward to the new prosperity 
without war as befits a great people — 
all together and along a broad front. 

The time has come for a new econo¬ 
mic policy for the United States; its 
targets are unemployment, inflation 
and international speculation. Here is 
how we are going to attack them. 

Eradication of Unemployment 

First, on the subject of jobs. 

We all know why we have an un¬ 
employment problem: Two million 
workers have been released from the 
armed forces and defence plants be¬ 
cause of our success in winding down 
the war in Vietnam. Putting those 
people back to work is one of the 
challenges of peace and we have begun 
to make progress. Our unemployment 
rate today is below the average of the 
four peacetime years of the 60s. 

But we can and must do better. 

The time has come for American 
industry, which has produced more 
jobs at higher real wages than any other 
industrial system in history, to embark 
on a bold programme of new invest¬ 
ment in production for peace. 

To give that system a powerful new 
ettaiuhis, I shall ask the Congress when 
it reconvenes after its summer recess to 


consider as its first priority the enact¬ 
ment of the Job Development Act of 
1971. 

I propose to provide the strongest 
short-term incentive in our histoiy to 
invest in new machinery and equip¬ 
ment that will create new jobs for 
Americans: A 10 per cent job deve¬ 
lopment credit for one year, effective 
as of today, with a five per cent credit 
after August 15, 1972. This tax credit 
for investment in new equipment will 
not only generate new jobs, but will 
raise productivity and make our goods 
more competitive in the years ahead. 

1 propose to repeal the seven per 
cent excise tax on automobiles, effec¬ 
tive today. This will mean a reduction 
in price of about $200 per car. I shall 
insist that the American auto industry 
pass this tax reduction on to its nearly 
eight million customers who arc buying 
automobiles this year. Lower prices 
will mean that more people will be 
able to afford new carr, and every 
additional 100,000 cars sold means 
25,000 new jobs. 

Reduction in Income Tax 

T propose to speed up the personal 
income tax exemptions scheduled for 
January I, 1973, to January 1, 1972 
—* so that taxpayers can deduct an 
extra $50 for each exemption one year 
earlier than planned. This increase in 
consumer spending power will provide 
a strong boost to the economy in gene¬ 
ral and to employment in particular. 

The tax reductions f am recommend¬ 
ing, taken together with the broad up¬ 
turn of the economy which has taken 
place in the first half of this year, will 
move us strongly toward a goal this 
nation has not reached since 1956 — 
prosperity with full employment in 
peace time. 

Looking to the future, 1 have directed 
the Secretary of the Treasury to re¬ 
commend to the Congress in January 
new tax proposals for stimulating re¬ 
search and development of new indust¬ 
ries and new technologies to help pro 
vide 20 million new jobs that Ame¬ 
rica needs for the young people who 
will be coming into the job market in 
the next decade. 

To offset the loss of revenue from 
these tax cuts which directly stimulate 
new jobs, l have ordered a $4.7 billion 
cut in Federal spending* 

Tax cuts to stimulate employ¬ 
ment must be matched by spending 
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cuts to restrain inflation. To check the 
rise in the cost of government, I have 
ordered postponement of pay raises 
and a five percent cut in government 
employment. 

I have ordered a 10 per cent cut in 
foreign economic aid. 

In addition since the Congress has 
already delayed action oh two of the 
great initiatives of this Administration, 

I will ask Congress to amend my pro¬ 
posals to postpone the implementation, 
of revenue sharing for three months 
and welfare reform for one year. 

In this way, T am reordering our 
budget priorities to concentrate more 
on achieving full employment. 

Tne second indispensable element of 
the new prosperity is to *top the iise 
in the cost of living. 

Artificial Prosperity 

One of the cruelest legacies of the 
artificial prosperity produced by war 
is inflation. Inflation robs every Ameri¬ 
can. The 20 million who are retired and 
living on fixed incomes are particularly 
hard hit. Homemakers find it harder 
than ever to balance the family budget. 
And 80 million wage earners have been 
on a treadmill; in the four war years 
between 1965 and 1969, their wage in¬ 
creases were completely eaten up by 
price increases. Their paychecks were 
higher but they were no better off. 

We have made progress against the 
rise in the cost of living; from the high 
point of six percent a year in 1969, the 
rise in consumer prices has been cut to 
four percent in the first half of 1971. 
But just as in our fight against unem¬ 
ployment, we can and must do better. 

The time has come for decisive action 
to break the vicious circle of spiraling 
prices and costs. 

I am today ordering a freeze on all 
prices and wages throughout the United 
States, for a period of 90 days. In addi¬ 
tion, I call upon corporations to extend 
that wage-price freeze to all dividends. 

1 have today appointed a cost of liv¬ 
ing council within the government. I 
have directed this council to work with 
leaders of labour and business to 
set up the proper mechanism for achiev¬ 
ing continued price and wage stability 
after the 9C day freeze is over. 

Let me emphasise two characteristics 
to tliis action: One, it is temporary. 
To put the strong, vigorous American 
economy into a permanent strait jacket 
would lock in unfairness and stifle 
the expansion of our free enterprise sys¬ 
tem. Two, while the wage price freeze 
will be backed by government sanctions 
if necessary, it will not be accompanied 
by the establishment of a huge price- 
control bureaucracy. 1 am relying on 
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the voluntary co-operation of all Ame¬ 
ricans — workers, employers, consu¬ 
mers •— to make this freeze work. 

Working together, we will break the 
back of inflation, and we will do it 
without the mandatory wage and price 
controls that crush economic and per¬ 
sonal freedom. 

The third indispensable element in 
building the new prosperity is closely 
related to creating new jobs and halting 
inflation. We must protect the position 
of the American dollar as a pillar of 
monetary stability around the world. 

In the past seven years, there has 
been an average of one international 
mo) etary crisis every year. Who gains 
from these crises? Not the working¬ 
man, not the investor, not the real pro¬ 
ducers of wealth. The gainers are the 
international money speculators. Be¬ 
cause they thrive on crises, they help 
to create them 

Defence of Dollar 

In recent weeks the speculators have 
been waging an all-out war on the 
American dollar. The strength of a 
nation's currency is based on the 
strength of that nation’s economy ■— 
and the American economy is by far 
the strongest in the world. According¬ 
ly, I have directed the Secretary of the 
Treasury to take the action necessary 
to defend the dollar against the specula¬ 
tors. 

1 have diiected Secretary Connally to 
suspend ‘temporarily the convertibility 
of the dollar into gold or other reserve 
assets, except in amounts and condi¬ 
tions determined to be in the interest 
of monetary stability and in the best 
interests of the United States. 

Let me lay to rest the bugaboo of 
devaluation. What does this action 
mean for you? 

If you want to buy a foreign car, or 
take a trip abroad, market conditions 
may cause your dollar to buy slightly 
less. But if you are among the over¬ 
whelming majority who buy American- 
made products in America your dollar 
will be worth just as much tomorrow 
as it is today 

The effect of this action will be to 
stabilise the dollar. 

This action will not win us any 
friends among the international money 
traders. But our primary concern 
is with the American workers and with 
fair competition around the world. 

To our friends abroad, including the 
many responsible members of the inter¬ 
national banking community who are 
dedicated to stability and the flow' of 
trade, I give this assurance: The United 
States has always been, and will conti¬ 
nue to be, a forward-looking and trust¬ 
worthy trading partner. In full co¬ 
operation w ith the International Mone¬ 
tary Fund and those who trade with us, 
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we will press for the necessary reforms 
to set up an urgently needed new r inter¬ 
national jnonetary system. Stability 
and equal treatment is in every body’s 
best interest. I am determined that the 
American dollar must never again be a 
hostage in the hands of the international 
speculators. 

I am taking one further step to pro¬ 
tect the dollar, to improve our balance 
of payments, and to increase US jobs. 
As a temporary measure, I am today 
imposing an additional tax of 10 per 
cent on goods imported into the Uni¬ 
ted States. This is a better solution for 
international trade than diiect controls 
on the amount of imports. 

This import tax is a temporary action 
— not directed against any other 
country, but an action to make certain 
that American products will not be at a 
disadvantage because of unfair ex¬ 
change rates. When the unfair treat¬ 
ment is ended, the import tax will end 
as well. 

As a result of these actions, the pro¬ 
duct of American labour will be more 
competitive, and the unfair edge that 
some of our foreigneompetition has had 
will be removed. That is a major rea¬ 
son why our trade balance has eroded 
over the past fifteen years. 

At the end of World War 11, the 
economies of the major industrial na¬ 
tions of Europe and Asia were shattered. 
To help them get on their feet and to 
protect their freedom, the United 
States has provided S1 -43 billion in 
foreign aid. That was the right thing 
for us to do. 

Sharing the Burden 

Today, largely with our help, they 
have regained their vitality and have 
become strong competitors. Now that 
other nations are economically strong 
the time has come for them to bear their 
fair share of the burden of defending 
freedom around the world. The time 
has come for exchange rates to be ret 
straight and for the majoi nations to 
compete as equals. There is no longer 
am need for the United States to com¬ 
pete with one hand tied behind her 
Kick. 

The range of actions 1 have taken and 
p/opesed tonight — on the job front, 
on the inflation front, on the monc 
tary front — is the most compiehensive 
new economic policy to be undertaken 
by this nation in four decades. 

We are fortunate to live in a nation 
with an economic system capable of 
producing for its people the highest 
standard of living in the world; flexible 
enough to change its ways dramatically 
when circumstances call for change; 
and most important — resourceful en¬ 
ough to produce prosperity with free¬ 
dom and opportunity unmatched in the 
history of nations. 

The purposes of the government ac- 
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tions 1 have announced tonight are to 
lay the basis for renewed confidence, to 
make it possible for us to compete fair¬ 
ly, with the rest of the world, to open 
the door to a new prosperity. 

But government, with ail its poweis, 
does not hold the key to the success 
of a people. That key, my fellow 
Ameiicans, is in your hands. 

A nation, like a person, has to have 
a certain inner drive in order to succed. 

In economic affairs, that inner drive 
is called the competitive spirit. 

Every action 1 have taken tonight is 
designed to nurture and stimulate that 
competitive spiiit, to help us snap out 
of that self-doubt and self-disparage¬ 
ment that sap r our eneigy and erodes 
our confidence in ourselves. 

Sense of Personal Destiny 

Whether this nation stays number 
one in the world’s economy or resigns it¬ 
self to second or third or fourth place,* 
whether we hold fast to the strength 
that makes peace and freedom possible 
in this world, or lose our grip — all that 
depends on your competitive spirit, 
your sense of personal destiny, your 
pride in your country and in yourself. 

We can be certain of this: As the 
threat of war recedes, the challenge of 
peaceful competition increases. 

We welcome this competition, be¬ 
cause America is at her greatest when 
she is called on to compete. And no 
nation has anything to fear from our 
competition, because we lead our com¬ 
petitors on to new heights for their own 
people. 

As there always have been in oui his¬ 
tory, there will be voices urging us to 
to shrink from that challenge, to build 
a protective wall around ourselves, to 
crawl into a shell as the rest of the world 
moves ahead. 

Two hundred years ago, a man Wrote 
in his diary: “Many thinking people 
believe America has seen its best days.’* 
“That was just before the American 
Revolution in 1775, at the dawn of the 
most exciting era in the history of man. 
Today we Hear the echoes of those 
voices, preaching a gospel of gloom 
and defeat, saying that same thing: 
“We have seen our best days.” 

Let Americans reply: “Our best davs 
lie ahead.” * 

As we move into a generation of 
peace, as we blaze the trail towards the 
new prosperity, I say to every Ameri¬ 
can: Let us raise our spirits. Let us 
raise our sights. Let all of us contri¬ 
bute all we can to the great and good 
country that contributes so much to 
the progress of mankind. 

Let us invest in our nation’s future: 
and let us revitalise that faith in our¬ 
selves that built a great nation in the 
past, and will shape the world of the 
future. 
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In his broadcast on the eve of this 
Independence Day, the President called 
for hard work and austere living. Mr 
V.V. Giri had celebrated his 77th 
birthday a few days earlier. He cannot 
justly be expected to do hard work and 
jn any case the President's office, es¬ 
pecially in view of the amendments to 
the Constitution now in tiain, 
ought not to demand of him much work, 
not to speak of hard work. As for 
austere living, very few men in their 
later seventies have much of a choice 
in the matter. The stomach, for one 
thing, is apt to act qucerly if over¬ 
loaded. Most of the other organs too 
would rather want to be left alone 
at this stage of a man’s life rather than 
be pampered or pandered to. The 
President may therefore exhort the 
nation to hard work and austere living 
even with a certain feeling of personal 
detachment. 

There might, however, be one quali¬ 
fication. Mr Giri is fortunate in having 
a family as rich and luxuriant as some 
century-old banyan tree. This family 
may not be a Hindu Undivided Family 
(HUF) in the legal sense or for the pur¬ 
poses of tax laws, but in a fundamental 
sense it certainly is a Hindu Undivided 
Family in that its many generations 
of members seem to be sharing 
board and lodging most of the time. 
Perhaps, as Rashtrapati Bhavan’s 
contribution to national austerity in 
this year of the Bangla Desh crisis, 
the President may impose on himself a 
self denying regimen to limit his family 
resident in Rashtrapati Bhavan to 
himself and his wife. This should not 
be too much of a hardship on this parti¬ 
cular HUF since all of Mr Giri’s sons 
and sons-in-law seem to be fairly well- 
settled in life and capable of providing 
comfortably for themselves and their 
respective families. 


The Prime Minister, of course is a 
far cleverer politician than the Presi¬ 
dent. She knows that while the masses 
who gave her their mandate would 
swallow almost anything, they may not 
swallow everything. Hence her attempt 
to give Mr Giri’s austere slogan a local 
habitation and a name by announcing a 
cut often percent in her salary and the 
salaries of her ministers. I do not doubt 
that the masses have been duly impress¬ 
ed. As for Mr N. Dandekar or Mr 
M.K. Mohta, or querulous people 
of that kind, why should the Prime 


Minister care at all? How many ballot 
boxes can these men over-fill with voting 
paper? Incidentally, does anybody or 
would somebody say what the cost to 
the public exchequer was of the mass 
rally in the capital on August 9, which 
was planned and organised by the rul¬ 
ing party obviously for the purpose of 
providing the Prime Minister with an 
opportunity to dramatise or even sen¬ 
sationalise the signing of the Indo- 
Soviet pact on that day? 

* * 

For too many denizens of our poli¬ 
tical jungle seem to be only too keen 
on taking their cue from the Indo- 
Soviet pact to start a “Hate America” 
campaign in our country. The out¬ 
going governor of West Bengal in a 
speech, both silly and senile, which he 
cnose to deliver in Calcutta on Indepen¬ 
dence Day permitted himself some far 
from innocent entertainment by sneer¬ 
ing and jibing at the American nation 
and the American people. His excuse 
was that the US government was conti¬ 
nuing to ship arms to and main¬ 
taining political friendship with the 
general’s junta in Islamabad despite 
the atrocities which have been and arc 
being committed by the Pakistan army 
in East Bengal. 

The conduct of the Nixon adminis¬ 
tration, it is true, is indefensible 
and everyone of us in this country 
has good reason to feel bitter about 
it but, is Mr Dhavan justified in 
equating ihe policies of a government 
with the feelings or behaviour of 
a country or its people? Even he 
ought to know that the American 
press has done a wonderful job in edu¬ 
cating public opinion and political 
circles in that country about the Bangla 
Dash movement and the savage methods 
adopted by Islamabad to suppress it. 
Then, again, there is the fact that in¬ 
fluential Senators and Congressmen in 
Washington have been putting pressure 
on the Nixon administration to condemn 
the genocide in East Bengal and use its 
influence with Islamabad to bring 
about a political settlement acceptable 
to the people of that region. How deep¬ 
ly moved the best among the Ameri¬ 
can people are by the colossal tragedy 
of the multi-million strong exodus of 
East Bengalis into India has been demo¬ 
nstrated by Mr Edward Kennedy’s tour 
of the refugee camps in West Bengal. 
What makes Mr Dhavan’s conduct 
particularly objectionable is that hard¬ 
ly had Mr Kennedy left West Bengal 


for New Delhi when the former chose 
to make comments which were in obvi¬ 
ous bad taste about the Statue of Liber¬ 
ty in New York harbour. Mr Dhavan 
declared that the American people did 
not deserve to have a statue of that kind 
in their country and that this statue 
should be removed to West Bengal 
and installed in such a way that it faces 
East Bengal with its message of refuge 
and freedom to people fleeing from 
tyranny. Fortunately, Mr Dhavan will 
soon cease to hold public office and, 
Mrs Gandhi willing, he should there¬ 
after be able to devote himself exclu¬ 
sively to his domestic affairs, including 
perhaps the affairs of his son who seems 
to have got in to the habit of being 
thrown out of London restaurants and 
is still in no hurry apparently to return 
to the land of his birth for which his 
father cherishes such demonstrative 
super-patriotic sentiments. 

♦ * 

Mr R.B. Shah, Custodian of the 
United Commercial Bank, is not only 
eminent banker but is also a rare gentle¬ 
man. I therefore feel rather bitter 
about the raw deal he received when 
his name came up in Rajya Sabha some 
days ago in connection with a foreign 
exchange transaction reported to have 
been effected by the Hindustan Motors 
through the United Commercial Bank 
Ltd., (as it then was), two days before 
the devaluation of the rupee on June 
6, 1966. Mr Shah was General Mana¬ 
ger of the bank at that time and it was 
stated by the Minister of State for 
Home Affairs, Mr Ram Nivas Mirdha, 
that the legitimacy of this transaction 
was being investigated and that, only 
after this investigation was completed, 
it would be possible to say whether any 
illegal act had been committed and if 
so, whether Mr Shah was involved in it 
in any way. In spite of this elucidation 
of the factual position, a few MPs 
went so far as to demand that Mr 
Shah should be removed from his 
present office immediately or even 
placed under arrest. This is a sad de¬ 
monstration indeed of the value which 
some of our law-makers are inclined 
to place on the rule of law or the prin¬ 
ciples of natural justice or fairplay in a 
civilised community. It is only because 
our current mores of public or political 
conduct are what they are, such exhibi¬ 
tions of a totalitarian mentality not only 
go unchallenged in our legislatures but 
arc even able to produce an effect. 

V. B. 
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Trade 

1NDO-NEPAL TRADE TREATY 

India and Nepal signed recently a 
new five year trade and transit treaty 
under which they would accord the 
“most favoured nation” treatment to 
each other’s goods. The treaty was sign¬ 
ed on behalf of Nepal by the Minister 
of Industry and Trade, Mr Navraj 
Subedi. and on behalf of India by 
the Minister of Foreign Trade, Mr 
L.N. Mishra. A joint communique 
issued, by the two ministers stated that 
primary products of Nepal would have 
unrestricted entry into the Indian mar¬ 
ket. They would be exempt from cus¬ 
toms duty. A significant feature of the 
treaty is the special treatment which 
India has agreed to accord, on a non- 
reciprocal basis, to goods made in 
Nepal from Nepalese and Indian ma¬ 
terials. These goods, according to the 
communique, will have access to the 
Indian market without any quantitative 
restrictions and would be exempt from 
customs duty. The new treaty also 
incorporates agreement on the use of 
overland routes and prevention of 
deflection of trade. According to the 
joint communique, “provision has been 
made for mutually acceptable overland 
routes to be used by the two countries 
within the framework of regional co¬ 
operation agreements among the count¬ 
ries concerned.” On deflection of trade, 
“an understanding has been reached 
on the areas of co-operation to prevent 
it.” Accordingly, each country will 
prohibit re-export of each other's pro¬ 
ducts. Export of products made mainly 
from raw materials of the other country 
would be prohibited. Both countries 
would take effective measures to en¬ 
force the ban. 

CANADIAN LOAN FOR KANDLA 

A Canadian development loan agree¬ 
ment for about Rs 70 lakhs ($ 1 
million) was signed on August 12, 
1971. The loan will facilitate the pro¬ 
curement from Canada of certain ma¬ 
chinery required for the fertilizer bulk 
handling facility to be constructed at 
the port of Kandla. It is expected that 
this new facility will permit considera¬ 
ble savings in foreign exchange, 
since fertilizers can be purchased in 
bulk at much more competitive prices 
than specially packaged or bagged ferti¬ 
lizers. The loan is free of interest and 
service charges, with repayments amor¬ 
tized over 50 years including a 10-year 
grace period. These lending terms are 
the softest available to India from any 
source. The loan agreement was sign¬ 



ed by the Acting Canadian High Com¬ 
missioner, Mr G.A.H. Pearson and Mr 
M.G. Kaul, Additional Secretary in 
the department of Economic Affairs, 
Ministry of Finance. This is the fourth 
development loan extended to India 
by Canada during the current year. 
The three others include a Rs 28 erores 
(S 40 million) loan to finance the im¬ 
port of a wide range of industrial 
commodities and fertilizers, a Rs two 
crorcs (* 3 million) line of credit 
for use by the Oil and Natural Gas 
Commission and Oil India Limited, 
and a recently signed Rs seven erores 
($ 10 million) general line of credit 
agreement to permit the import of 
equipment and services by end-users 
in the private and public sectors. 

FOREIGN ASSISTANCE 

The total amount of foreign aid for 
which agreements have been signed 
during the first quarter of 1971-72, 
(April-June), amounted to 347.29 
million dollars (Rs 260.47 crorcs). 
Of this, non-project aid amounted to 
102.79 million dollars (Rs 77.09 
erores), and project aid was 244.50 
million dollars (Rs 183.38 crorcs). 
The non-project assistance of 102.79 
million dollars also includes assis¬ 
tance from France in the form of debt 
relief amounting to five million dollars 
(Rs 3.75 erores). The country-wise 
details of the aid agreements are as 
follows:— 


($ million) 


Country/Institu¬ 

tion 

non¬ 

project 

aid 

(including 

debt 

relief) 

Project 

aid 

1. Canada 

37.00 

2.78 

2. France 

18.32 

13.32 

3. Germany 

8.19 

— 

4. Japan 

25.39 

15.40 

5. The Nether¬ 



lands 

13.89 

_ 

6. IDA 

— 

213.00 

Total 

102.79 

244.50 


(Rs 77.09 (Rs 183.38 


erores) 

erores) 


TRADE WITH ROMANIA 

A Romanian Economic Delegation, 
led by Mr Nicolae Nicolae. First De¬ 
puty Foreign Trade Minister Of Roma¬ 
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nia; visited India from July 26, Jo 
August 6, 1971. The delegation \na!fl 
discussions with the Ministxy of Foreign 
Trade and other economic ministries/ 
departments of the government of 
India, as also with the State Trading 
Organisations and with some private 
enterprises. During the discussions, a 
review was made of the present state 
of implementation of the Trade Plan 
provisions for 1971. The possibilities 
for further expansion of the trade bet¬ 
ween the two countries during the cur¬ 
rent year and the following years were 
examined. Both sides expressed satis¬ 
faction at the development of trade 
exchanges between the two countries 
and agreed that there were consider¬ 
able potentialities for further de¬ 
velopment of the economic relations 
and of the industrial and economic 
co-operation between the two coun¬ 
tries. 

SOYBEAN OIL FOR VANASPATI 

Following the decline in groundnut 
oil prices during the past few months, 
release of soybean oil for use in vanas- 
pati manufacture was progressively re¬ 
duced and eventually discontinued in 
the middle of June, according to a 
press statement issued by the union 
Ministry of Agriculture. However, 
despite an admittedly easy supply 
position and prospects of a good crop 
in the coming season, there has been 
a sudden spurt in groundnut oil prices 
in recent weeks which is believed to be 
largely speculative and artificial, the 
statement added. With a view to re¬ 
lieve the pressure on groundnut oil, 
the goverment has now decided to re¬ 
lease 15,000 tonnes of soybean oil per 
month to the vanaspati industry dur¬ 
ing each of the next three months. In 
addition, soybean oil will be marketed 
in liquid form through state govern¬ 
ments where necessary. Accordingly 
supplies of soybean oil arc being made 
to the Maharashtra government for 
distribution as refined oil through ap¬ 
proved distribution channels. 

LEATHER DEVELOPMENT COUNCIL 

First meeting of the reconstituted 
Development Council for Leather and 
Leather Goods Industries, was held re¬ 
cently. Mr Ghanshyambhai Oza, 
Minister of State for Industrial Deve¬ 
lopment inaugurated* the meeting. 

OUTPUT OF FOODGRAINS 

Soviet Foreign Minister, Mr Gromy¬ 
ko, called on Minister of Agriculture 
Mr Fakhruddin Ali Ahmed, while the 
former was in this country. At the re¬ 
quest of the Soviet Foreign Minister, 
Mr Ahmed gave a brief account of the 
current food situation. He stated that 
the 1970-71 production of fqodgr&ing 
was about 107.3 million tonnes and it 
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indicated an 8.5 per cent increase over 
last year's output. Though the weather 
had been erratic in some parts of the 
country recently, Mr Ahmed felt con¬ 
fident that the 1971-72 production 
would be still better. He gave an ac¬ 
count of the steps being taken to in¬ 
crease the production of pulses 
and oilseeds. 

FERTILISERS POOL 

Normally the union government 
supplies imported fertiliser through the 
Central Fertiliser Pool to the state go¬ 
vernments, domestic manufacturers and 
commodity boards. A few months 
back, in order to clear accumulated 
stocks of the Pool, a system of direct 
sale by the governments supplying 
agents, namely the Food Corporation 
of Indian, state warehousing cor¬ 
porations and the Central Warehousing 
Corporation, to all including private 
licenced or registered distributors with¬ 
out any allotment from the ministry, 
was introduced in respect of stocks not 
required by state governments, etc. 
This was done as a temporary measure 
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to liquidate th£ stocks. In the light of 
the clearance of surplus stocks of most 
varieties, the position regarding 
direct sale has been reviewed 
and it has been decided that there 
will be no direct sales of the Pool ferti¬ 
lisers to private dealers; such sales will 
be confined to state governments, 
major domestic manufacturers for seed¬ 
ing and sale purposes, commodity 
boards, apex co-operative societies and 
state agro-industries corporations. 

TAXATION LAWS AMENDMENT 

Proposals to amend the Income-tax 
Act, 1961, the Wealth-tax Act, 1957 and 
the Gift-tax Act, 1958 with a view to 
countering evasion of tax, checking the 
circulation of black money and also 
to improve tax collection, are con¬ 
tained in the Taxation Laws (Amend¬ 
ment) Bill, 1971. The Bill was intro¬ 
duced in the Lok Sabha recently by 
the Finance Minister, Mr Y B. Chavan. 

It will be recalled that the Minister 
of Finance had, in his budget speech 
for 1971-72, indicated the government's 
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intention to take powers to acquire 
immovable properties at prices which 
correspond to those recorded in sale 
deeds, to discourage bettaml holdings 
of property and to improve the pre¬ 
sent arrangements for valuation of 
immovable properties for purposes of 
wealth-tax. The Bill is meant to gi\e 
concrete shape to these proposals. 

WATER SUPPLY 

The Ministry of Health & Family 
Planning has, under Section 2 of the 
Essential Services Maintenance Act, 
1968, declared water supply service in 
West Bengal as an essential service. 
This has been done to prevent" grave 
hardship that would be caused to the 
people of West Bengal in the event of 
a strike in the water supply service. 

FERTILISER DISTRIBUTION 

The Fertiliser Corporation of India 
has taken two important steps with a 
view to making the distribution and 
application of fertilisers to our 
agriculture more effective than hither- 


51 PER CENT MAHARASHTRA STATE 
DEVELOPMENT LOAN 1983 

ISSUE PRICE RS. 100.00 FOR EVERY RS. 100.00 
OPEN ON THURSDAY, THE 19TH AUGUST 1971. 


The loan will be closed as soon as the total amount of Rs.18 crores has been subscribed 
and in any case not later than the close of business on the 25th August 1971. 

The applications for the loan will be received at: 

(a) the offices of the Reserve Bank of India, Bangalore, Bombay (Fort and Byculla), 
Calcutta, Hyderabad, Kanpur, Madras, Nagpur, New Delhi and Patna; 

(b) the branch of the State Bank of Bikaner and Jaipur at Jaipur: 

(c) the branch of the State Bank of India (Local Head Office) Ahmedabad; 

(d) the branches of the State Bank of Hyderabad conducting Government Treasury work 
within the State of Maharashtra; 

(e) the branches of die State Bank of India within the State of Maharashtra except at 
Bombay and Nagpur and at places covered by item (d). 

Full particulars can be obtained at any of the offices mentioned above. 

Dop/440/7I 
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to. The first step concerns research. At 
Sindri, studies have been undertaken 
to find out soil-c»op response co-rela¬ 
tions through extensive tests. Tests in 
regard to soils in seven states have al¬ 
ready been completed. It is proposed 
to conduct every year 2,000 such tests 
under controlled conditions. This will 
he in addition to an ambitious prog¬ 
ramme offield demonstrations through 
which media fanners arc educated in 
the application of fertilisers. The 
second step K to set up an institute at 
Durgapur by September. 1971 foi 
imparting training to agricultural gra¬ 
duates in various aspects of promotion 
of use of fertilisers by farmers. Five 
graduates are at present undergoing 
training at Manila. On their return, 
they will foim the nucleus of the propo- 
posed institute. The tmining will be 
imparled to batches of 10 to 20 agricul¬ 
tural graduates for a period of three to 
four months These programmes are 
part of the measures being taken by 
the FCT to geai itself to the task of 
marketing effectively 2 to 2 5 million 
tonne'* of plant nutrients by 1975-76. 
Currently, the FCI markets about 
400,000 tone* of plant nutrients a 
year. 

MATCHWEL ELECTRICALS 

\1 the silver jubilee function of 
Maichwel Electricals (India) Ltd, 
Poona recently, Mr Ramk.rishna Bajaj, 
Chairman ol the company, while des¬ 
cribing the part played by Matchwcl in 
I he fan industry in India, stated that 
|0 per cent of all fans exported by India 


in 1969 were made by Matchwel. He 
explained the expansion programme 
of the company, especiallythc manner in 
which the company was helping some 
ancillary industries around Poona. The 
Chief Minister of Maharashtra, Mr 
Vasanlnio N.iik speaking as the chief 
guest lauded the part played by Matcli- 
wel in the industrial growth of the State 
and wished it a bright future. Mr Ram- 
krishna Bijaj. responding to the Chief 
Minister's request, announced a dona¬ 
tion of Rs 25,000 by Matchwcl ancl 
associated companies, in the cause of 
mitigating the hardships of students in 
the drought a flee ted parts of the state. 

HOECHST DONATION 

FarbwerJco Hocchst AG, West 
Germ my, technical collaborators of 
Hocchst Pharnnceuticals Limited in 
India, donated 100,000 doses of 
cholera vaccine for the relief of the 
refugees from Bangla Desli. The con¬ 
signment was air-lifted directly to the 
Indian Rod Cross ir Calcutta. 

CARBON BLACK PROJECT 

Mr M. Karuinnidhi, Chief Minis¬ 
ter of Tamil Nadu, laid the foundation 
stone of the new carbon black project 
of Kunvinis at Manali in Madras, on 
August 3, 1971. and this formally heral¬ 
ded the entry of Kamanisinto the petro¬ 
chemical field. Carbon black is an im¬ 
portant ingredient for the production of 
automobile tyres and other industrial 
goods and continues to claim a share 
in our import bill. This carbon black 


plant will have an installed capacity 
of 30 million lbs. This is coming up 
in technical and financial collabora¬ 
tion with an American firm, Cities Ser¬ 
vice International Inc. The Columbian 
Carbon Company, now merged with the 
Cities Service is one of the top five car¬ 
bon black suppliers of the world with 
eight plants operating in the USA and 
Canada. Inoian Rubber Regenerating 
Co. Ltd, an integral unit of the Kamani 
Group, itself the biggest producer of 
reclaimed rubber in India, has sponsored 
this carbon black project. The total 
capital cost of the seffeme including 
initial margin for working capital 
would be Rs 4 75 crorcs. The entire 
foreign exchange requirement of the 
project amounting to Rs 52 lakhs would 
be financed by equity participation of 
the collaborators. 

NAMES IN THE NEWS 

The union government has appoin-* 
ted Dr G. Ramaswamy, Chief of Ex- < 
ploralion Planning and Development. 
Ministry of Petroleum & Chemicals, 
as Member (Off-shore) of the Oil & 
Natural Gas Commission. In view' of 
the growing importance of the off-shore 
exploration for petroleum and pros¬ 
pects held out for oil there, the govern¬ 
ment considered it necessary to have a 
separate member in the Commission 
for off-shore work. Dr Ramaswamy, is 
also the Managing Director of Hydro¬ 
carbons India Private Limited, the 
ONGC/s subsidiary for our Persian 
Gulf venture w'hich produces Rostam 
crude. 
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Company Affairs 


TATA POWER COMPANIES 

The Directors of the Tata group of 
electricity companies — the Tata Po¬ 
wer Co. Ltd, and the Andhra Valley 
Power Supply Company Limited, have 
proposed to maintain the dividend at 
12 per cent for the year ended March 
1971. They have now proposed a final 
dividend of Rs seven per share, making 
a total of Rs 12 per share for the year 
for all the companies. 

Tat* Hydroelectric: The company's 
sales have gone up from Rs 685.26 
lakhs to Rs 817.44 lakhs. The profit 
after providing for depreciation and 
taxation amounts to Rs 79.92 lakhs 
against Rs 88.03 lakhs in the previous 
year. After providing Rs 2.22 lakhs for 
development rebate reserve and Rs 
24.68 lakhs to other statutory 
appropriations and adding thereto Rs 
0.87 lakhs being tax refund and Rs 
0.06 lakhs bought in from last year, 
there is a sum of Rs 53.95 lakhs avail¬ 
able for disposal. General reserve gets 
Rs 37.62 lakhs. The proposed final 
dividends will claim Rs 21.60 lakhs and 
will be paid from general reserve. 

Tata Power: Sales during the year 
are higher at Rs 19. 54 crores as against 
last years Rs 16.44 crores. The profit 
after providing for depreciation and 
taxation is Rs 185.51 lakhs. After pro¬ 
viding Rs 4.09 lakhs to development 
lebate reserve and Rs 58.52 lakhs for 
other statutory provisions and taking 
into account a sum of Rs 0.05 lakhs 
brought in, the disposable surplus is 
Rs 122.95 lakhs. From this a sum of 
Rs 86.73 lakhs is taken to general re¬ 
serve. The proposed final divided will 
claim Rs 47.57 lakhs and will be paid 
from general reserve. 

Andhra Valley Power: Sales are up 
from Rs 9.99 crores to Rs 11.82 crores. 
The profit after providing for deprecia¬ 
tion and taxation is Rs 100.97 lakhs as 
against Rs 113.77 lakhs last year. After 
providing Rs 2.75 lakhs for develop¬ 
ment rebate reserve, Rs 33.82 lakhs for 
other statutory provisions and taking 
into account a sum of Rs 0.06 lakhs 
brought in, the disposable surplus is 
Rs 64.45 lakhs. From this a sum of 
Rs 43:31 lakhs is taken to general 
reserve. The proposed final dividends 
will claim Rs 27.82 lakhs and will be 
paid from general reserve. 

MODIPON 

Although there was some decline in 
aalea from Rs 17.06 csores to Rs 15.74 


crores, Modipon Ltd during the year 
ended February 1971, recorded in¬ 
creased gross profit of Rs 5.02 crores 
compared to Rs 4.80 crores in the 
previous year. After providing Rs 
75.52 lakhs for depreciation, Rs 1.04 
lakhs for development rebate reserve 
and Rs 230 lakhs for taxation, the net 
profit has declined from Rs 3.33 crores 
to Rs 1.96 crores. General leserve 
received Rs 1.70 crores. The interim 
divided at 12.5 per cent had absorbed 
Rs 25 lakhs. The final dividend has also 
been maintained at 15 per cent which 
will asbsorb Rs 30 lakhs and will be 
paid from the general reserve. The 
company has applied for an industrial 
licence for expansion of the existing 
nylon yarn unit and also for the manu¬ 
facture of polyester yarn. The govern¬ 
ment decision is still awaited. The 
company has been issued a trade li¬ 
cence for purchase and sale of cotton 
and that business has been satisfactory 
for the company. 

INDIAN IRON 

The Indian Iron and Steel Co. Ltd, 
has announced the maintenance of 
dividend at 60 paise per share of Rs 10 
each for the year ended March 1971. 
The dividend is to be paid out of re- 
seeves. According to the preliminary 
figures released by the company, the 
net suiplus is maintained at Rs 17.55 
lakhs after providing Rs 5.61 crores for 
depreciation, Rs 46 lakhs for taxation 
and after transferring Rs 3.05 crores 
to reserves, including Rs 1.75 crores 
to statutory reserves. 

UCO BANK 

The board of directors of the United 
Commercial Bank Ltd. decided re¬ 
cently at a meeting that the company 
should be voluntarily wound up. It 
has a capital of Rs 2.80 crores divided 
into 560,000 equity shares of Rs 50 
each (partly paid). The compensation 
it has received is Rs 8.30 crores in 
bonds and Rs 9.80 lakhs in cash from 
the Reserve Bank for its Malaysian 
branches. According to Mr B.T. 
Thakur, a director of the company, the 
compensation would come to about 
Rs 135.40 per share. The Life In¬ 
surance Corpoiation, the Unit Trust 
of India and nationalised general in¬ 
surance companies together hold about 
40 per cent shares of the company. 
The remaining are small shareholders 
and have very little to worry about the 
capital gains tax. The board has decided 
that the interim dividend of Rs seven 
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per share i.c* 14 percent, less tax,paid 
in 1970 should be treated as final divi¬ 
dend. A special dividend of Rs seven 
per share i.e. 14 per cent less tax will 
be paid for the current year out of the 
reserves. 

MACNEIL AND BARRY 

Chairman of Macneil and Barry 
Ltd. in his annual statement hoped 
that the tea division would continue to 
make an important contribution to the 
company’s revenue. Referring to the 
fibre services division he stated that the 
working of the Gouripore Co. Ltd, 
and the Nuddea Mills Co. Ltd shewed 
marked improvement over the previ¬ 
ous year. Sale; increased to Rs 14.52 
crores in J970 from Rs 12.08 crores in 
1969. After providing for depreciation 
of Rs 11.25 lakhs, the pretax profit 
amounted to Rs 19.27 lakhs. Taxation 
absorbed Rs 9.99 lakhs. Bring¬ 
ing in Rs 25,454 and writing back 
from development rebate Rs 7,800, 
the net profit amounted to Rs 9.28 
lakhs. Allocations under various heads 
were: transfer from general reserve 
Rs 7.50 lakhs, transfer to capital reserve 
Rs 3.31 lakhs, transfer to development 
rebate reserve Rs 33,600, transfer to 


NOTICE 

THE GWALIOR RAYON SILK 
MFG. (WVG.) CO. LTD. 

Registered Office 

BIRLAGRAM, NAG DA, (H.P.) 

Notice is hereby given that the Re¬ 
gister of Members and Transfer Books 
of the Equity Shares of the Company 
will remain closed from Monday, the 
13th September 1971 to Wednesday, 
the 22nd September 1971 (both days 
inclusive) for the purpose of payment 
of dividend on 66 lacs Equity Shares. 

The dividend on Equity Shares, if 
sanctioned, will be made payable on 
or after the 14th October, 1971 to those 
Share-holders, whose names stand on 
the Register of Members of the Com¬ 
pany as on 22nd September, 1971. 

The Transfer Books of Preference 
Shares, Series *A\ ‘B* and *C’ will also 
remain closed during the period above 
mentioned. 

By Order of the Board 
B.N. PURANMALKA 
Secretary. 

Birlagram, Nagda 
Dated: 10th August, 1971. 
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pension reserve Rs one lakh, preference 
dividend Rs 4.43 lakhs, ordinary divi¬ 
dend at five per cent Rs 7.50 lakhs 
and carry forward Rs 19,835. 

STATE BANK OF MYSORE 

The board of the Stale Bank of My¬ 
sore has decided at a meeting lecentlv 
to pay the shareholders an interim divi¬ 
dend of 4 i per cent for the halt \\.\*r 
ended June 30, 1971. The share trans¬ 
fer books of the bank will remain 
dosed from the August 26 to Septem¬ 
ber 6, 1971 (both days inclusive) for 
this purpose. 

PREMIER AUTOMOBILES 

Premier Automobiles Ltd, has sub¬ 
mitted to the government a project for 
producting 18,000 Fiat cars per annum 
against 12,250 cars per annum produced 
during past three years. The cost of the 
project is estimated at about Rs 3.13 
croics including foreign exchange of 
about Rs 38 lakhs. According to Mr 
S. 7. Raja, Managing Director, the 
necessary finance, including foreign 
exchange, could be arranged within the 
nexi three months, provided govern¬ 
ment permission is received for expan¬ 
sion. He hopes that the company will 
be able to increase the production be¬ 
fore December. 1973. He has told news¬ 
men that the government’s response to 
the expansion proposal is sv/npatlie- 
tie and company is hopeful of get¬ 
ting it. Expansion will be undertaken 
only if the company is granted a 
price rise, he added. Mr Raja has said 
that a project is also being prepared 
for further expanding the capacity to 
at least 24,000 Fiat cars pei annum 
in the second phase. If a dccsion of 
the second phase can also be taken be¬ 
fore March, 1972 and the necessary 
finance is arranged, it could be possible 
to commence production at the rate 
of 24.000 cars per annum by the end of 
1975. BcnuIcs equipping the present 
stamping plant at Kalyan to handle 
larger number of stampings, plans are 
under way for modernising and suit¬ 
ably expanding the foundry at Wadala. 
Mr Raja stated that the automobile 
;ndustr> was not allowed a price rise 
to compensate even tlie rise in cost*. 

AMERICAN EXPRESS 

Earnings of the American Express 
Co. and its subsidiaries during the 
first six months of 1971 ’ ran well ahead 
of records set during the comparable 
period last year”, according to Mr 
Howard L. Clark, Chairman and Chief 
Executive Officer of the company. Con, 
solidated net income rose 22.3 per 
cent to S 42 0 million compared w ith 
$35 million for the same period last 
year. Earnings of travel and financial 
service activities continued their 
growth, with net intome of $20.7 mil¬ 


lion, a 13 8 per cent increase over the 
first half of 1970. This reflected conti¬ 
nued improvement in the results of 
activities such as the American Ex¬ 
press card and travellers cheques. 

LICENCES & LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act 
1951, during the two weeks ended 
April 3. 197 f The list contains names 
and addresses of the licensees, articles 
of manufacture, types of licences-- 
New Undertaking (NU); New 7 Article 
(NA): Substantial Expansion (SB); 
Carry on business (COB), Shifting and 
annual installed capacity. 

LICENCES ISSUED 

Metallurgical Industries 

M/s Usha Martin Black (Wire Ropes) 
Ltd; 14, Princep Street, Calcutta-14. 
(Ranchi BIHAR)—1. High Tensile 
(20 to 30 SWG)—1,800 tonnes p.a.; 
2. Shaped Wires (Various shapes & 
Sizes) - 600 tonnes p.a.; 3. Copper 

Coated Wires (19 to 22 SEC) -1,200 
tonnes p.a.; 4. Mild Steel Wires (19 to 
26 SWG)—5,200 tonnes p.a.; 5. Tinned 
Wire (20 to 24 SWG)—200 tonnes p.a. 
(NA). 

Electrical Equipment 

M/s Hindustan Brown Boveri Ltd; 
Brown Boveri House, 264-265. Dr. 
Annie Besant Road, Bombay-25-DD. 
(MAHARASHTRA)—Air Blast Indoor 
Type Circuit Breakers upto 22-KV 
rating, 400 MVA to 1500 MVA—50 
nos. p.a. (NA); M/s Eastern 
Electionics(Delhi)Pvt. Ltd: 1-2, Indus¬ 
trial Area, N.I.T., Faridabad. (Farida- 
bad, Haryana)—Electronics Test Ins¬ 
truments—1.595 p.a. (COB). 

Industrial Machinery 

M/s Purolator India Ltd: Hauz 
Khas, Yusuf Sarai, New Delhi. (New 
D^lhi)—I. Heavy Duty Industrial Fil- 
teis: 2. Light Duty Industiial Filters, 
(1) & (2)—50.000 p.a.; 3. Automotive 
Filters -30,000 nos pa.; 4. Filters for 
Heavy Equipments—30,000 nos. p.a. 
(COB). M/s Antifriction Bearing 
Corpn. Ltd; 401, Kakad Chambers, 
132, Dr. Annie Besant Rd: Worli, 
Bombay. (Lonavala, Maharashtra)—1. 
Roller Bearings—6,49,600 nos. p.a. 2. 
Ball Thrust Btarings—2,01,600 nos. 
p.a. after expansion. (SE) M/s Garden 
Reach Workshops Ltd; 43-46, Garden 
Reach Rd; Calcutta-24. (Calcutta, West 
Bengal) -Hydraulic Steering Gears— 

15 p.a. (NA). 

Scientific Instruments 

M/s The Industrial Electrodes 
Gauges Ltd; 15, Ganesh Chandra 


Avenue, Calcutta-1. (Calcutta, West 
BmgaD—Single Duplex Vacuum Gau¬ 
ges & Pressure Gauges of all gases and 
types ranging from from T to T and 
having pressure ranges from 0—6000 
PSI— 5.0Q0 nos. p.a. (COB); M/s 
Arora-Mathcy Ltd; 166, Netaji Subhas 
Chandra B:>se Road, Tollygunge, Cal¬ 
cutta-14. (Calcutta,' West Bengal)— 

I. Laboratory Apparatus such as Cru¬ 
cibles, basis. Tipped Tongs, Combus¬ 
tion Boats. Filter Cones, Electrodes 
heating elements, Thermocouple ele¬ 
ments, etc. made of platinum—100 kgs. 
p.a.; (ii) Equipment for generation, 
transmission and distribution of elec¬ 
tricity components and accessories for 
namely (a) Electrical Contacts, (b) 
Bimetals with precious metal inlay, 
onlay or overlay foi switchgeai relays 
and allied use>: (c) Rated Silver Ele¬ 
ments for high Rapturing capacity 
Eusegcar - -2,500 Kgs. p.a. (COB) 

Chemical * # 

The Swastik Oil Mills, Saltpan Road, 
Wadala, Bombay-31. (Maharashtra)— 
Synthetic Detergents—Expansion from 

II, 880 to 20,000. tonnes p.a. (SE); 
M/s Excell Industries Ltd; 184-87, S.V. 
Road, Bombay-60. (Bombay, Maha¬ 
rashtra)—Oxalic Acid (Fine Chemicals) 
—1,000 tonnes p.a. (After expansion) 
(SE); M/'s Res Chemol Pvt Ltd; 14, 
Nurmal Lohia Lane, Calcutta-7. (Ban- 
dipur. West Bengal)—Synthetic Resin, 
Viz. Ureaformaldchydc, Melamine- 
formaldehyde Phenolic and alkyed 
Resins (of various grades)—350 tonnes 
p.a. (COB). 

Drugs & Pharmaceuticals 

M/s Uni Sankyo Ltd; Plot No. 37, 
Rd. No. 10, Banjara Hills, Hyderabad. 
(Maharashtra)—1. Fungal Diastose— 
18 tonnes p.a.; 2. Chlorpheniramine 
Maleote—2 tonnes p.a.; 3. Pyrazina- 
mide—3 tonne* p.a.; 4. Specialities (in 
Corporating the loose products—) 
capacity to be fixed (COB). 

Textiles 

M/s Standard Oil Mills Co Ltd; 
Mafatlal House, Backbay Reclamation, 
Bombay-20. 'Dawas, Madhya Pradesh) 
—Cotton Cloth—14 plain loom. "SE; 
By way of transfer from Prabhadevi 
Unit at Bombay to Dewas Unit in 
MP; M/s Eastern Spinning Mills Ltd; 
P.O. Kadambgachhi, Dist: 24-Parga- 
ans, West Bengal. (West Bengal)— 
Cotton Yarn—2,688 spindles. 'SE). 

Paper & Pulp 

M Is Capri hafts (J) Pvt Ltd; *D\ 
Block, Shiv&agar Estate, Worli, Bom- 
bay-19. (Thana, Maharashtra;—Clay 
Coated Paper—2*500 tonnes p.a, 
(COB); M/s Union Paper & Board 
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Mills Ltd; IS, Netaji Subhas Road, 
Calcutta. (Calcutta, West Bengal)— 
Paper & Paper Board (Straw Board, 
Milk Board; Grey Board, Bitumen 
Watei Proof Paper, Cone Board, 
Straw Paper and Wrapping Paper)— 
5,000 tonnes p.a, (COB); M/s Card 
Board Box Mfg. Co. 41, Chowringhee 
Road, Calcutta-16. (Calcutta, West 
Bengal)—Double Foced Corrugated 
Boards, Single Faced Corrugated Rolls, 
Corrufttcd Boxes, Paper Cones, etc.— 
7,500 tonnes p.a. (COB): M/s Metal 
Box Co. of (1) Ltd; 59-C, Chowringhee 
Road, Calcutta-20. (Bombay, Maha¬ 
rashtra)—Treated & Processed & 
Laminated Board and Paper & Con¬ 
tainers thereof-5,600 tonnes p.a. 
(COB); Shri M.S.V. Kantham, No. 
D-14, Fairlands, Salem-14. (Salem, 
Tamil Nadu)—Industrial Packaging 
Materials—600 tonnes p.a. (COB). 

\egetable Oils 

M/s Kishan Chand & Co. Oil Indus¬ 
tries (P) Ltd; G T. Road, Ludhiana. 
(Ludhiana, Punjab)—Vanaspati—40 
tonnes per day. (COB). 

Leather and Leather Goods 

M/s N.D. Georgopanlas, 9, Davidson 
Street, Madras-1. (Madhavaram, 
Madras, Tamil Nadu)—Wet Blue 


EASTERN ECONOMIST 

Chrome Tanned Goat Skins and Sheep 
Skins—6,01,200 pieces p.a. (COB). 

Cement 

M/s J.K. Synthetics Ltd; Kamla 
Tower, Kanpur. (Nimbahera, Rajas¬ 
than)—Portland Cement —2,52,000 ton¬ 
nes p.a. (NIJ); The Associated Cement 
Companies Ltd; Project Planning & 
Sales Division, Cement House, 121, 
Maharishi Karve Road, Bombay-20. 
(Jamul, Madhya Pradesh)—Portland 
Blast Furnace Slag Cement—10.80,000 
tonnes per annum. (COB). 

LETTERS OF INTENT 

Metallurgical Industries 

M/s Raunaq & Company (P) Ltd; 
14/15-F, Connaught Place, New Delhi. 
(Faridabad, — Haryana)—Galvaniscp 
Malleable Iron Fittings—(J/4 W to y 
si/e)—5,000 tonnes p.a. (NU). 

Electrical Equipment 

M/s Martin Burn Ltd; 12, Mission 
Row, Calcutta-1. (West Bengal)—1. 
Automatic Train Control Equipment— 
Rs. 50,00,000 p.a.; 2. Axle Counter 
System—Rs. 30,00,000 p.a.; 3. Route 
Relay Inter-locking—Rs.20,00,000 p.a. 
(NA); M/s Kerala Electrical & Allied 
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Engg. Co. Ltd; Mamala P.O., Cochin. 
(Kundara, Kerala)—1. Brushless Alter¬ 
nators—600 nos. p.a. (NA); M/s Heavy 
Electricals (I) Ltd; 1st Floor, Chandia- 
lok,36, Janpath, New Delhi-1; (Bhopal, 
Madhya Pradesh)—Transformer La¬ 
minations—Expansion from 4,000 to 
7000 tonnes p.a. (SE); M/s Siemens 
India Ltd; 134, Dr. Annie Besant Rd, 
Worli, Bombay-13—Railway Signall¬ 
ing Equipment: 1. Relay Groups— 
3,000 nos. p.a.; 2. Electronic Axle Coun¬ 
ters—100 sets p.a.; 3 . Automatic Train 
Control Equipment—30 nos. (Loc De¬ 
vices)—100 nos. (Track Devices); 4. 
Tokenless Block Instrument—200 nos. 
p.a.; 5. Last Vehicle Contiol iSystem: 
100 nos. Track Devices. 30 nos Loc 
Devices. (N.A.) 

Telecommunications 

M/s Bharat Electronic Ltd; P.O. 
Jalahalli, Bangalore: 13. (Bangalore, 
Mysore)—Silicon Diodes &Transistors 
- Expansion from 10 million Nos. to 
59 million nos. p.a. (SE). 

Transportation 

M/s Surjit Brothers, 308/4, Daya 
Basti, Old Rohtak Road, Delhi-7. 
(Delhi)—l. Voltage Regulator—36,000 
nos p.a.; 2. Head Lamps—30,000 nos 
p.a. (NU); M/s Sharco Ind. Pvt Ltd; 



Automobile Batter 
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2730, Sharan Kutir, Kashmiri Gate, 
Delhi-6, (Faridabad, Haryana)—Hy¬ 
draulic Industrial Lift Jacks —Within 
the total licensed capacity of 9,000 nos. 
for Hydraulic Autolift Jacks p.a. (SE); 
Shri Bhupindcr Singh Sawhney. 561- 
64, 18th Road, Khar, Bombay-52. 
(Thana, Maharashtra)—1. Alternators; 
Genciators - 70,000 no*, p.a.; 2. Star¬ 
ters—70,000 nos p.a.; 3 Voltage Regu¬ 
lators -70,000 no* p.a., A. Wiper 
Motors -60,000 nos p.a., 5. Distribu¬ 
tors—50,000 nos p.a., 6. Head Lamps 
— 1,00,000 nos p.a.. 7. Flasher Units 
--1,50.000 nos p.a. (NU) : M/s J.M.A. 
Industries Pvt Ltd; 8. Pndjnini En¬ 
clave, Haus Khas. New Delhi. (Ballabh- 
garh. Haryana)- I. Head Lamps 
270,000 nos p.a.. 2. Flasher Units-- 
360,000 nos p.a. (After Expansion) 
(SE/; M/s lain Brothers, 903, Queens 
Road. Delhi-6. (Faridabad, Hatyana) 
-Clutch Release thrust hearings - 
3.00,000 nos p.a. (.NIJ): M/s Dass 
Hitachi Pvt Ltd: 21-A, Janpath, New 
Delhi-1. (Ghaziabad, Uttar Pradesh) - 
I. Starters—20,000 nos p.a., 2. Gene¬ 
rators -20,000 nos p.a., 3. Voltage Re¬ 
gulators --40.000 nos p.a. (NA): M/s 
Hindustan Auto Corpu, 8-9, Modi 
Chambers. Sandhurst Bridge, Bombay. 
(Nasik. Maharashtra) Switches for 
automobile*. Agiicultural earth mov¬ 
ing machinery, etc. 3,00.000 nos. p.a. 
NU); M/s Salmcy Kirkwood Com¬ 
muters Pvt Ltd; 27. Kirol, Near Vidva- 
vihar station, Bombay-86. (Kirol. 
Maharashtra)- Slip Rings—1,50,000 
nos. p.a. (NU). 

Industrial Machinery 

M;S Nav Bharat Vamjya Ltd; 7. 
Council House Sheet, Calcutta-1. 
(Dungarpur, Rajasthan)—Synthet ic 

Cryolite & Aluminium Fluoride - 
3.000 tonne* p.a. & 2,000 tonnes p.a. 
respectively (NU); M/s Eastern Paper 
Mills Ltd; No. 2, Dakshindari Rd; Cal¬ 
cutta-48. (Calcutta, West Bengal)- 
Pulp. Paper or Board making machin¬ 
ery. (Plant of 70-100 tonnes per 
day 1—2 nos worth Rs 12 crores 
p.a. (NA): M s G. Varadan Pvt 
Ltd; 306, A run Chambers. Tardeo 
Road, Bombay-14. (Jaipur, Rajasthan) 
—Dandy Rolls of all types for use in 
paper industry -Capacity to be deter¬ 
mined afterwards. (NU); M/s Tractor 
Ancillaries Pvt Ltd:*5. Mir Baker Ali 
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Compound, Sanstha Vasahat, Pratap 
Road, fiadpura, Baroda, (Baroda. 
Gujarat)—Crankshaft & Camshafts— 
10,000 nos. each p.a. (NU); Shri Rajin- 
dar Singh Chaiulok, c/o Chandok Auto 
Industiies, 431, Lamington Road, 
Bop. ba y. (M a h a ra s ht ra)— Cy 1 i ndc r 
Heads for Agricultural Tractors, 
Industrial & Autojnob : lc Engines— 
24,000 nos p.a. (NU). 

Household Equipment 

M'S American Rclrigerators Co 
Ltd; 20-A, Najafgarh Road, New 
Delhi-15. ^Faridabad, Haryana)— 
Domestic Refrigerators- -15,000 nos. 
p.a. (NA). 

Medical Surgical Appliances 

Shri Balbir Singh, 189, Golf Link;, 
New' Delhi. (Faridabad, Haiyana) — 
Dental Components & Equipments: 
1. Servitors—30, 2. Airotors (Borden 
Type)—60, 3. Wall Bracket model 
Dental Engine, Donat Arm, Hand- 
piece, Foot Control—100, 4. Pedestal 
Model Dentful Engine—100, 5. Table 
Model Dcntral Engine—100, 6. Suspen¬ 
sion model Dental Engine—100, 7. 
Portable Denial Engine—100,8.Lathes 
with chucks. Cable arm, handpiece— 
100, 9. X-ray unit -100, 10. Burs Steel 
-8,54,000, 11. Burs Carbide—1,80,000, 
12. Burs Diamond Point—35,000, 13. 
Mandrol—20,000. 15. Orthodontic 

Equipment -30.000 Annual capacity 
(in nos) (NU) 

Industrial Instruments 

M/s English Electric Co India Ltd: 
P.O. Box No. 2S92, Madras-27. 
(Madras, Tamil Nadu)—J. Impedance 
Bridges - \5 f ) nos. p.a., 2. Distortion 
Meters—75 nos p.a., 3. Modulation 
Meters -100 nos p.a., 4. Output Power 

Meiers.150 nos. p.a., 5. Q. Meters— 

75 nos p.a. (NA) 


Oxygen Gas—0.45 million cubic 
meters. (NU); Shri Lallan Singh, 
Horrieo Hall, Kundanpura, Muzaflar- 
nagar (UP). (Uttar Pradesh)—Oxygen 
Gas—0.45 million cubic meters. 
(NU); M/s Anil Investment 
Corpn, Kishori Niwas, Birharu* 
Rd; Kanpur. (Ghaziabad, Uttar 
Pradesh)—Oxygen Gas—0.45 million 
Cubic MeUis. (NU);Shri Harikishin 
L. Poorswami, 52, Mira Society, 
39, Shankatseth Road, £oona-9. (Bel- 
gaum, Mysore)- Oxygen Gas—0.45 
million Cub. Meters. (NU). Tho^ 
Travancore Cochin Chemicals Ltd;. 
Udyogmanda! P.O., Kerala State. 
(Kerala)—Sulphur Dioxide (Liquid)— 
7,500 tonnes per annum (NA). 


Paper and Pulp 

M/s Modipon Ltd: Modinagar. 
(Jammu & Kashmir) — 1. Rayon Grade 
Wood Pulp 30,000 tonnes p.a., 
2. Multi-grade Wood Puhp—15,000 
tonnes p.a. (NU). 

Sugar 

Assam Industrial Development Coipn 
Ltd: 26-A, Cantonment, Shilllong, 
Assam. (Durlabhchai, Assam)—Sigar- 
care Crushing capacity of 1250 tonnes 
pci day. (NU). 

Food Processing 

Shri K. B. Narasappa, 1-145, Fort* 
Kurnool (A.P.) (Vijayawada, Andhra 
Pradesh)—Soft Drinks (Coco-Cola 
ole.) —96 million Bottles p.a. (NU). 


CHANGES IN THE NAMES OF 
OWNERS/UNDE ATAKINGS 

(Information pertains to particular 
licences only) 


Chemicals 

Shri Premshankaf B. Dave, 20, Jai 
Bharat Colony, Khar, Bombay-52 
\Gujaiat)—Synthetic ,* Detergents— 
10,000 tonnes p.a. (NU); Shri G P. 
Agarwal, E-2/27, Link Road, Jhandc- 
walan, New DelhWSS. (Delhi)—Oxygen 
Gis—0*45 million Cubic Meters. (NU); 
Shri Ram Niwas Gupta, U5-D, Kam*a 
Nagar, Delhi-7. (SO&cpat, ffaryanA)— 


For M/s Port Engineering Works Ltd ; 
Calcutta, to M/s Andres Yule & Co. 
Ltd; Calcutta; For M/s Jaipuria Samla 
Amalgamated Colliers Ltd, to M/s 
Swadeshi Minning & Mfg. Co Lt0; 
For M/s Gangapur Sugar Mills 
Ltd to M/s Gangapur Sahakari Sakhgr 
Karkhana Ltd; ForKullappa Spinning 
Mills to Shree Kathiresan Spinning 
Mills; For M/s Racmann Koshatkivtn 
to Auto pvt Ltd/?; 
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UNITED COMMERCIAL BANK 


Head Office: CALCUTTA 
REPORT OF THE DIRECTORS 


The Directors have pleasure in presenting their Second Report along with the Accounts for the year ended 31st December 

1970. 


THE BANKING SYSTEM 

Commercial banks recorded all-round progress during the yeai. The deposits of scheduled commercial banks rose by 
Rs. 798 crorcs (16.4 per cent) to Rs. 5,675 crorcs during 1970 as compared with the rise of Rs. 651 crores (15.5 per cent) in 
the previous year. Demand Deposits increased by 16.4 per cent as against 14.6 per cent in the previous year. The growth 
rate of Time Deposits at 16 3 per cent was larger than the previous year's increase of 14.7 per cent. Savings Deposits too 
registered a rise of Rs. 226 crores (18.0 per cent) as against an increase of Rs. 187 crores (17.5 per cent) in the previous year. 


Over the year the scheduled commercial banks' total credit rose by Rs. 812 crores (22.5 per cent) to Rs. 4,428 crores t 
as against the rise of Rs. 547 crores (17.8 per cent) in 1969. 


Investments of scheduled commercial banks in Government Securities rose by Rs. 121 crores to Rs. 1,346 crores at the 
end of 1970 as against an incicase of Rs. 100 crorcs during the previous year. The borrowings by scheduled commercial banks 
from the Reserve Bank of India at the end of December 1970 was Rs. 302.2 crores as against Rs. 91.9 crores at the end of 
1969. 


The 1969-70 busy season was marked by a series of measures adopted by the Reserve Bank oflndia in order to control 
credit with a view to restraining the upward trend in prices. These measures included tightening of bank credit against spe¬ 
cific commodities, namely, raw cotton and kapas, oil seeds and vegetable oils and foodgrains, prescribing in the case of advances 
against certain commodities a minimum rate of interest at 12 per cent, removal of the ceiling of 9.5 per cent on interest rates 
on advances, curtailment of refinance facilities and levy of a commitment charge on unutilised credit. The statutory liquidity 
requirement was also raised by stages from 25 per cent to 27 per cent and the net liquidity ratio for the purpose of borrowings 
from the Reserve Bank of India from 30 per cent to 32 per cent. Ln August 1970 these two percentages were further raised 
to 28 and 33 respectively. Given the abnormal credit expansion in the 1970 slack season and the continued pressure on prices, 
the accent of the credit policy for the 1970-71 busy season formulated by the Reserve Bank of India, was generally on 
restraint. 


While the refinance at concessional or bank rate was continued to be made available to the priority sectors in respect of 
an increase over the base period, the base period for the purpose of calculation was advanced from the corresponding quarter 
of 1968-69 to that of 1969-70. The first two months of the 1970-71 busy season, nonetheless were marked by a relatively large 
credit expansion resulting in increased recourse to Reserve Bank borrowings by banks. 

The bank rate was raised from 5 per cent to 6 pci cent with effect from 8th January 1971. Simultaneously the minimum 
net liquidity ratio was raised from 33 per cent to 34 per cent. The upward adjustment in the Bank Rate was accompanied by a 
rise in the rates of interest on deposits, the increase varying from one quarter of one per cent to one-half of one per cent; and 
the rate of interest on Savings Bank account was stepped up from 3.5 per cent to 4 per cent. 

During 1970 the public sector banks opened 1909 new branches. If the performance in this sphere of the non-nationalised 
hanks is taken into account, the banking system as a whole opened 2,134 branches in 1970 against 1,369 in 1969 and 677 in 
1968. From July 1969 to 31st December 1970 (he public sector banks opened 2,494 new offices out of which, 1,750 offices were 
in hitherto unbanked centres. In carrying out this massive branch expansion programme, the Lead Bank Scheme introduced 
by the Reserve Bank of India in December 1969 is an important factor. Under this Scheme the districts in various States 
have been allotted to different banks for carrying out a quick and impressionistic survey and for identifying growth centres in 
each district for extending banking facilities, pinpointing of credit gaps and drawing up of programmes fot development. 


OPERATIONS 0jr THE BANK 


Deposits 

The operations of the Bank in India and abroad recordcd;*)fctisfactofty progress during the year. The deposits and other 
accounts of the Bank at Rs. 295. 81 crores showed aainci^a^W% 3». Ji8 #pres as against the increase of Rs. 24.43 crores in 
the previous year. The aggregate deposits of the Bank in Indiss^%;^ 36.95 crores (15,5 per cent) to Rs. 274.99 crores 
as against the rise o. Rs. 24.23 crorcs in 1969. The Current Depwitit,W| nearly Rs. 9 crores (12.60 per cent) tQ j& 80.43. 
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crores white the Time Deposits increased by Rs. 17.36crores (1 5* 23 per cent) to Rs. 131.33 crores during the year. The Savings 
Deposits went up by Rs* 10.61 crores (20.16 per cent) to R$. 63.23 crores. The number of Deposit Accounts went up from 
9,12,000 to 10,60,000 the notable increase being in Savings Bank and Recurring Deposit accounts. 


Advances 

The Bank’s Advances and Bills outstanding on 31st December 1970 amounted to Rs. 217.15 crores registering a rise of 
Rs. 54.33 crores over the figure at the end of 1969, almost wholly in India. The significant rise in advances during the year 
is accounted for by an increase of Rs. 27.29 crores in advances to priority and preferred sectors. There was also expansion of 
credit to industrial and other sectors which was partly due to the utilisation of the limits sanctioned ini968 and 1969 when 
the Bank’s credit-deposit ratio was low. The credit-deposit ratio of the Bank as a whole at the end of 1970 was 73.4 per cent 
while for the Indian branches it was 73.6 per cent as compared with 61.7 per cent and 59.2 per cent at the end of the years 
1969 and 1968 respectively. 

Priority and Preferred Sectors 

Advances to priority and preferred sectors like Agriculture, Small-scale Industries, Small Traders and Artisans, Trans¬ 
port Operators and Exports received special attention and the total of advances to such sectors stood at Rs. 53.67 crores at 
the end of the year as compared with Rs. 26.38 crores at the end of 1969. The number of such advance accounts increased 
from 14,959 at the end of 1969 to 40,134 at the end of 1970. 







(Amount 

in Ctorcs 

of Rs.) 




1969 



1970 



Financing of 

No. of 

Sanctioned 

Out¬ 

| No. of 

Sanctioned 

Out¬ 


Acs. 

Limits 

standings 

| A 'cs 

1 

1 

Limits 

standings 

]. 

Small-Scale Industries 

3,010 

21.90 

10.25 

5.095 

32.51 

17.91 


Of which Transport Operators 

140 

0.60 

0.40 

997 

3.07 

2.35 

2. 

Retail Tiade and Small Business 

1,423 

2.99 

2 99 

7,672 

10.18 

6.87 

3. 

Professionals and Self-employed persons 
and Education 

266 

0.14 

0.14 

2,338 

0.66 

0.56 

4. 

Agriculture 

9.951 

13.64 

5.00 

24,654 

19.28 

13.76 

5. 

Exports (Preshipment and post-ship¬ 
ment) 

309 

16.68 

8 00 

375 

18.75 

14.57 


Total 

14,959 

55.35 

26.38 

40,134 

81.38 

53.67 


Particular mention may be made of the substantial spurt in the Bank’s assistance to the Agricultural sector. The total 
outstanding advances at the end of the year amounted to Rs. 13.76 crores as compared with Rs. 5.00 crores at the end of the 
previous year. The amount of direct finance (production and equipment) to Agriculture went up lrom Rs. 2.81 crote> to Rs. 
5 81 crores and the number of such accounts from 9,594 to 19,391. Seventy-five per cent of such accounts are of <mall tanners 
having a holding of 5 acres or less. The Bank has also undertaken to finance farmers through 84 Primary Co-operative So¬ 
cieties in the States of Mysore, Andhra Pradesh. Haryana, Madhya Pradesh and Uttar Pradesh The amount ot loans to such 
Societies outstanding at the end of 1970 was Rs. 36.06 lakhs against the total limit of Rs. 97.73 lakhs sanctioned by the Societies 
to more than 3,000 members. 

The Bank maintained a steadily increasing flow ot assistance to Small-scale Industries. The number of such accounts 
increased from 3,010 at the end of 1969 to 5,095 at the end of 1970. The total limits sanctioned to Small^cale Industries and 
the outstanding advances in such accounts showed an upward trend and stood at Rs. 32.51 crores and Rs. 17.9! crores respec¬ 
tively at the end of 1970 as compared with Rs. 21.90 crores and Rs. 10 25 crores respectively at the end ot 1969. 

The assistance to Truck and Taxi operators and Rickshaw pullers included in Small-scale Industries advances given in 
the preceding paragraph rose from Rs. 40 lakhs to Rs. 2.35 crores in 997 accounts. 

The finance to Retail trade, Small business, Professional and Self-employed persons and students increased from Rs. 3.13 
crores at the end of 1969 to Rs. 7.43 crores at the end of 1970. The number of accounts which received such finance went up 
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from 1,619 to 10,010 at the end of 1970. The Bank continued to finance Exports in a large way. The total outstanding of 
pre-shipment and post-shipment finance at the end of the year was Rs. 14.57 crores as compared with Rs. 8.00 crores at the 
end of 1969. The aggregate of export credit made available during the year was Rs. 32.23 crores for pre-shipment finance and 
Rs. 42.63 crores for post-shipment finance, making a total of Rs. 74.86 crores as against Rs. 68.81 crores in the previous year. 

Profit 

The profit for t he year 1970 before making provision for Bonus to staff and transfer to the Reserve Fund, but after making 
the usual and necessary provisions for taxes, etc. amounted to Rs. 142.03 lakhs as against the profit of Rs. 89.22 lakhs for the 
year 1969. The higher profit was as a result of better utilisation of funds in advances and bills during the year. There was an 
increase of Rs. 3.97 crores in the income under the head Interest and Discount Received and Rs. 1.82 crores in the Interest 
paid on deposits and borrowings as against a rise of Rs. 1.61 crores and Rs. 0.99 crore respectively in 1969. There was an 
appreciable increase of Rs. 1.59 crores in salary, allowances and provident fund as against one of Rs. 50 lakhs in 1969. During 
the year the Second Bipartite Settlement was arrived at between the Indian Bank’s Association and the All India Bank Em¬ 
ployees’ Association for revision of salary and allowances of the staff goverened by the award, which provided for a 
rise of about 15 per cent in the total emoluments of such staff. Consequent upon the merging of a part of the dearness allow¬ 
ance in the pay of the Award staff and the upward revision of certain other allowances, the salary and allowances of the offi¬ 
cers not governed by the Award were also revised upward after an Agreement was reached with the All India United Com¬ 
mercial Bank Officers’ Federation. 

Branches 

Seventy new branches were opened during 1970 as against 52 in 1969 as shown in the Table below. Of these, 64 were 
in rural and semi-urban areas, 56 such branches being in previously unbanked centres. Greater emphasis was laid during the 
year on the opening of branches (41) in the Eastern Area. 

Number of Branches at the end of States Branches opened in 1970 


1968 

1969 

1970 


Rural 

Semi- 

urban 

Urban/ 

Metro¬ 

politan 

Total 

6 

8 

16 

Assam (including Meghalaya) 

8 

_ 


8(7) 

22 

26 

29 

Bihar 

— 

3 

— 

3(2) 

10 

11 

27 

Orissa 

14 

2 

— 

16 04) 

43 

49 

63 

West Bengal 

13 

1 

— 

14(9) 

2 

3 

10 

Himchal Pradesh 

6 

1 

— 

7(7) 

16 

17 

24 

Punjab 

6 

1 

— 

7(7) 

23 

27 

30 

Rajasthan 

1 

2 

— 

3(1) 

6 

6 

6 

Andhra Pradesh 

— 

— 

— 

— 

6 

9 

10 

Haryana 

— 

1 

— 

1 

30 

43 

44 

Gujarat 

— 

— 

1 

1 

3 

4 

4 

Jammu & Kashmir 

— 

— 

— 

— 

7 

7 

8 

Kerala 

— 

— 

1 

1 

28 

30 

30 

Madhya Pradesh 

— 

— 

— 

— 

32 

36 

39 

Maharashtra 

1 

— 

2 

3 

6 

7 

7 

Mysore 

— 

— 

— 

— 

17 

18 

20 

Tamil Nadu 

— 

1 

1 

2 

28 

36 

38 

Uttar Pradesh 

— 

2 

— 

2 

29 

29 

31 

Union Territories 

— 

1 

1 

2 

314 

366 

436 

Total 

49 

15 

6 

70 (47) 


Figures in brackets indicate Branches in Lead Districts. 
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Tho total number of branches of the Batik in India at the end of 1970 was 436 out of which 106 were located in 
rural centres* 142 in semi-urban centres and the rest in urban centres and metropolitan cities. The number of branches in 
foreign countries remained unchanged at six. 


It is proposed to open about 100 branches in 1971—66 in 'Lead Districts' and 34 in other districts. Of these. 84 will be 
located at the rural and semi-urban centres and only 16 in urban centres and metropolitan cities. Emphasis is being laid on 
opening branches in the four States in the Bastrcrn Area and the Lead Districts in the States of Himachal Pradesh, Rajasthan 
and Punjab. 


Lead District 

TheBank has been allotted 23 districts under the Lead Bank Scheme out of which 13 are in (he four States of the Eastern 
Area, 10 arc in the three States of Northern Area. Eight out of the 23 such districts are considerably underbanked fin the 
basis ol the average for all districts of the country of one office for a population of 52,000. For the purpose of identifying 
growth centres for opening new branches and for assessing the economic activities in the districts, impressionistic survey,* were 
undertaken and 19 such surveys were completed by the end of May 1971. Surveys of 4 other districts are in progress. Simul¬ 
taneously with the surveys of the districts new branches were opened in the lead districts after identifying the growth centres. 
Out of 70 new branches opened during the year, 47 branches arc located in the lead districts. Special attention is being given to 
the development of lead districts with the assistance of other banks functioning in them. 


Management 

As mentioned in the last report, the First Board of Directors of the Bank was appointed by the Government on 18th 
July 1970. Prior to the appointment of the Board a representative of the Reserve Bank of India was nominated on the Com¬ 
mittee of thc’Management. Shri S. K. Mukherjea, Dr. N. A. Sarma, and Shri H.K. Dasgupta served on the Committee of 
Management, from time to time as the representatives oft he Reserve Bank of India. The Bank places on record its high appre¬ 
ciation of their wise counsel and valuable guidance in conducting the business of the Bank. 

The Bank also wishes to thank the Reserve Bank of India as well as the Department of Banking. Ministry of Finance, 
Government of India for their valuable help and guidance in the conduct of the Bank's work. 


Administrative Reorganisation 


In the past 3 years there lias been an all-round increase m the Bank's deposits, ad\anccs and branches. The growing 
network of branches in rural and semi-urban areas, the task of development of under-developed States, particularly in the 
Eastern Area, the concept of the lead districts and disbursement of credit to priority and preferred sectors called lor a change 
in the organisational set up of the Bank in order to achieve the desired objectives. The Board, ol Directors has. there!ore. 
taken in hand the reorganisation of the administrative set up ol the Bank at the Head Office, Regional and Branch levels with 
a view to delegating decision making powers at various levels for expeditious disposal ot credit proposals and other matters, 
providing adequate control to ensure effective supervision and icviewing performance ot Branches. 


Whether it is financing of Small-scale Industiy, Agricultuic or Small self-employed persons or opening of branches in 
rural areas or development of lead districts, the progress and impact could be quick and effective it the members of the staft 
of the Bank — at all levels — are imbued with the spirit of the social concept of banking. This may need a greater re-orienta¬ 
tion of attitudes and approach on the part of theBank's personnel. This will come about as more and more experience is gained 
in dealing with hitherto neglected sectors of the economy. The Directors place on record their appreciation ot the co-operation 
ofthe members of the staff in this new task but for which the Bank could not have made such progress and they hope that they 
will play a more effective role in the coming years to enable the Bank to achieve the objectives ol 

nationalisation. 


Calcutta. 
20th July, 1971. 


For and on behalf of the Board of Directors 
R. B. SHAH 
Custodian 
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UNITED COMMERCIAL 


CAPITAL AND LIABILITIES 


1. CAPITAL : 

Paid up ... 

(Wholly owned by the Genual Go\erument) 

2 . RESERVE FUND AND OTHER RESERVES 

(a) Reserve Fund 

\b) Development Rebate Reverse 


31$/ December , 1970 


Rs. P. 


Rs. P. 


2,80,00,000.00 


BALANCE SHEET AS AT 

31 December, 1969 


2,80,00.000 


4,70,00,000.00 

9,10,000.00 4.79.10.000.00 


4,41,07,947 ' 

9,10,000 4,50,17,947 


3 . DEPOSITS AND OTHER ACCOUNTS : 

Fixed Deposits 1,45,25,63,576.10 

Sax ings Bank Deposits . 64,14,64,647.12 

Current Accounts. Contingency Accounts, etc. 86,40,30,668 65 2.95,80,58,891.87 


.28,01,84,370 

53,45.80,665 

76,05,14,353 2.57,52,79.388 


4. BORROWINGS FROM OTHER BANK¬ 
ING COMPANIES. AGENTS, ETC. 

(/) In India . 

[Includes borrowings from Industrial De¬ 
velopment Bank of India Rs. 2,14,50,000 
(Previous year—Rs. 2,21,49,738) and 
from Agricultural Refinance Corpo¬ 
ration Rs. 22.64,900 (Previous year- ■ 
Rs. 21,57,000) and from Reserve Bank 
of India under Section 17 (4) (a) 
Rs. 17.30,00,000, (Previous year— 
Rs. 1,80.00,000) and under Section 
17 (4) (c) Rs. 5.50.00,000 (Previous 
year—Rs. Nil)]. 

<//) Outside India 


70,32.30,916.70 


4,48,81,737 


79.16,198.99 21,11,47,115.69 1,93,70,712 6,42.52,449 


PARTICULARS : 

(/) Secured by part of Investments and 
Advances per contra 

In) Unsecured . 


20,18,64,900.00 

92,82,215.69 

21,11,47,115.69 


5,20,56,737 

1,21,95,712 

6,42,52^449 


5. BILLS PAYABLE : 


7,60,12,419.8.3 


4,61,06.565 


6. BILLS FOR COLLECTION BEING 
BILLS RECEIVABLE as per contra : 

(/) Payable in India . 

(/V) Pax able outside India 


26,31,79,204.79 20,76,92,788 

7,86,93,938.43 34,18,73,143.22 5,78,78,521 26,55,71,309 


7. OTHER LIABILITIES : 

(i) Branch Adjustments 
(//) Rebate on Bills Discounted, Advance 
Receipts etc. 


10,23,84,298.60 

45,43,808.50 10,69,28,107.10 


8,88,91,508 

35,72,836 9,24,64,344 


8. ACCEPTANCES ENDORSEMENTS AND 
OTHER OBLIGATIONS per contra : 


30,17,45,909.58 


22,95,12.031 


Carried oxer. 


4,07,16,75,587.29 


3,34,62,04,033 
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MR* 

31ST DECEMBER, 1970 

PROPERTY AND ASSETS 3Is/ December 1970 31tf December, 1969 

Rs. P. Rs. P. Rs. Rs. 

1. CASH : 

In hand and with Reserve Bank of India and 
State Bank of India (including foreign cur¬ 
rency notes) . 25,66,98,854.47 21,93,67,853 

2. BALANCES WITH OTHER BANKS : 

On current account : 

(/) In India Rs. 70,51,695.99 77,80,886 

(;/) Outside India Rs. 6,74,75,417.93 7,45,27,113.92 33,12,25,968.39 5,28,63,817 6,06,44,703 


3. MONEY AT CALL AND SHORT NOTICE 


4. INVESTMENTS : (at below market value) 

(/) Securities of the Central and State Gov¬ 
ernments and other Trustee Securities, 
including Treasury Bills of the Central 


1,62,64,000.00 

34,74,89,968.39 


and State Governments 

80.69,46,113.06 

80,59,89,750 

(//) Shares : 

(a) Fully paid Preference Shares 

8,38,642.50 

8,67,213 

(, b ) Partly Paid Preference Shares 

47,500.00 

24,725 

(c) Fully Paid Ordinary Shares 

52.36,947.28 

57,86.588 

(i d) Partly Paid Ordinary Shares 

28,33,620.00 

28,25,980 

(Hi) Debentures or Bonds. 

[71,87,380.00 

1,38,39,605 

(ir) Other Investments : 

(a) Securities of Foreign Governments 
and Foreign Trustee Securities 

1,30,17,865.50 

1.29,76,930 

(b) Unit Trust of India (Initial Capital) 

4,50,000.00 

4,50,000 

(r) Gold . 

83,65,58,068.34 



3,20,94,250 

31,21,06,806 


84,27,60,791 


5. ADVANCES : 

(Other than bad and doubtful debts for 
which provision has been made to the satis¬ 
faction of the Auditors) 

(I) Loans, Cash Credits, Overdrafts etc. : 

(0 In India Rs. 1,47,59,16,935.89 
(Includes term advances amount¬ 
ing to Rs. 3,70,16,386. (Previous 
year—Rs. 3,60,31,738) in respect 
of which refinance has been ob¬ 
tained from Industrial Develop¬ 
ment Bank of India to the extent 
of Rs. 2,14,50.000 (Previous year— 
Rs. 2,21,49,738) and Agricultural 
Refinance Corporation Rs.22,64,900 
(Previous year—Rs. 21,57,000) per 
contra.) 

(//) Outside India Rs. 7,74,17,416.65 


1,11,04 14.556 


1,55,33,34.352.54 


704.99,234 

1,18,09,13,790 


Carried over 


1,-18,40,48,036.73 


1,15,48,67,597 
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UNITED COMMERCIAL 

BALANCE SHEET AS AT 

CAPITAL AND LIABILITIES 315/ December , 1970 315/ December , 1969 

Rs. P. Rs. P. Rs. Rs. 

Brought forward .. 4,07,16,75,587.29 3,34,62,04,033 

9. PROFIT AND LOSS : 

Profit as per last Balance Sheet .. 25,41,864.92 60,983 

L?ss Amount transferred to Central 

Government 25,41,864.92 .. # 

. 60,983 

Add Transfer from Contingency 

Reserve Rs. 16,55,934.40 12,50,000 

Less Bonus paid to 
Staff for the 
years 1968 and 
1969 in c.xccss 

of amount ap- < 



propriated for 
bonus Rs. 

16,55,934.40 

• • 

12,33,316 





16,684 





77,667 

Add 

Profit for the year 


1,42,02,973.89 

89,22,144 




1,42,02,973.89 

89,99,811 

Less 

Appropriations made 
To Reserve Fund Rs. 

28,92,053.27 


34,57,946 


To Bonus to 




staff Rs. 

66,00,000.00 

94,92,053.27 

30,00,000 





64,57,946 


Balance to be transferred to Central Gov¬ 
ernment in terms of Section 10(7) of Banking 
Companies (Acquisition and Transfer of 

Undertakings) Act, 1970 47,10,920.62 25,41,865 


10. Contingent Liabilities : 

(i) On Partly Paid Shares Rs. 44,86,140.00 

(ii) Claims against the 

Bank not acknowledg¬ 
ed as debts Rs. 19,23,042.74 

(iii) Guarantees given on 
behalf of Customers 
and Correspondent 

Banks Rs. 65,54,67,506.29 

(iv) Bills of Exchange Re¬ 

discounted with the 
Industrial Develop¬ 
ment Bank of India Rs. 6,70,23,755.55 

(v) Forward Exchange 

Contracts outstanding 
for the purchase and 
sale of Bills and Tele¬ 
graphic Transfers Rs. 21,76,81,985.78 

of Which upto J 8-6-71 

Rs. 19,95,80,460=32 
have been delivered 


45,47,175 

17,37,026 

62,38,05,495 

3,25,28,805 

26,49,17,304 


Carried over 


4,07,63,86,507-91 


3,34,87,45,898 
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• 


31ST DECEMBER, 1970 



PROPERTY AND ASSBTS 

31$/ December 1970 

31 st December, 1969 


Rs , p j^s p Rs j^g 

Brought forward 1,18,40*48,036.73 1,15.48,67,597 


(II) Bills Discounted and Purchased (ex 
eluding Treasury Bills of the Central 
and State Governmens) : 

(/) Payable In India 46,57,20,880 98 31,31,53,887 

(Includes an amount of 

Rs. 6,00,00,000 (Previous year—Rs. Nil) 
of Usance Promissory Notes lodged 
with Reserve Bank of India for ad¬ 
vances under Section 17 (4)(c)to the 
extent of Rs. 5,50,00,000 per contra). 

(//') Pavable out¬ 
side India Rs. 15 24 12.292.56 13,41,68,619 

61,81,33,173.54 2,17,14,67,526.08 44,73,22,506 1,62,82,36,296 


PARTICULARS OF ADVANCES : 


(/) Debts considered good in respect of 
which the Bank is fully secured 
(//) Debts considered good for which the 
Bank holds no other security than the 
debtors personal security 
(Hi) Debts considered good secured by the 
personal liabilities of one or more 
parties in addition to ihe personal secu¬ 
rity of the debtors . 

(iV) Debts considered doubtful or bad, not 
provided for 


(v) Debts due by directors or officers of 
the Bank or any of them either severally 
or jointly with any other persons 
(v/) Debts due by companies or firms in 
which the directors of the Bank are inte¬ 
rested as directors, partners or managing 
agents or, in the case of private compa¬ 
nies, as members 

(v/7) Maximum total amount of advances, 
# including temporary advances made at 
any time during the year to directors or 
managers or officers of the Bank or any 
of them either severally or jointly with 
any other persons 

(viii) Maximum total amount of advances, 
including temporary advances granted 
during the year to the companies or firms 
in which the directors of the Bank are 
interested as directors, partners or 
managing agents or in the case of 
private companies, as members .. .. 

(ix) Due from banking companies, banks 
under Banking Comapnies (Acquisition 
and Transfer of Undertakings) Act, 
1970 and foreign banks 


1,65,44,69.187.25 


22,68,13,303.47 


29,01,85,035.36 


2,17,14,67.526 08 


62,03.538.35 


1,19,64,16,9^9 


16.90,53,109 


26,27,66.238 


1,62,82,36.296 


62,55,731 


62,55,731.00 


62,96,297 


1,47,92,485 49 


1,19,25.802 


. Carried over 


3,35.55.15,562.81 


2,78,31,03,893 
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' UNITED COMMERCIAL 

__ BALANCE S HEET AS AT 

CAPITAL AND LIABILITIES 31$/ December, 1970 .31$/ December, 1969 


Rs. P. Rs. P. 

Brought forward 4,07,63,86,507.91 

Notes : 

(1) Piovision in full for gratuity accruing on 
retirement of staff has not been made nor 
has the liability for the same been ascertain¬ 
ed. 


Rs. Rs. 

3,34,87,45,898 


(2) The Income-tax assessments in India for the 
years 1949 to 1958, which had been reopened 
as the Income-tax Officer differed with the 
method adopted in the past by the Depart¬ 
ment for allowing Double Income-tax Relief, 
have been completed and the tax liability for 
these years and for the years 1959 to 1965 
have been calculated by him according to the 
new method. As the Bank has disputed the 
action of the Income-tax Officer, no provi¬ 
sion has been made for the additional liabi¬ 
lity arising from such assessments and provi¬ 
sion for taxes for the years 1966 to 1970 has 
been made on the basis adopted all along in 
the past. The appeal relating to the year 1959, 
on the basis of which assessments for the 
past years were reopened and subsequent 
assessments were completed, has been dis¬ 
posed of by the Appellate Assistant Com¬ 
missioner of Income-tax and the Bank's 
contention in regard to Double Income-tax 
Relief has been substantially upheld. The 
Department has gone on appeal against the 
appellate order. 

(3) The Assets and Liabilities of the Karachi 
Branch of the United Commercial Bank 
Ltd., stand entrusted to the Custodian of the 
Bank. Such assets and liabilities continue to 
vest in the Custodian of Enemy Property, 

Pakistan, and since no further information 
was available about the assets and liabilities 
in Pakistan after 27th August 1965, these 
have been incorporated in the Balance Sheet 
at their net book value (at pre-devaluation 
parity) as on that date. 

(4) (a) Branch Adjustment account at Head 

Office has been reconciled upto 30th 
June 1970 and reconciliation as on 31st 
December 1970 is in progress. Recon¬ 
ciliation statements in respect of balanc¬ 
es as on 31 st December 1970 in the case 
of some branch and bank accounts are 
under preparation. 

tb) The tallying of balances in some 
accounts as per General Ledgers with 
those as per Subsidiary Ledgers/ 

Registeres/Detailed Statements could 
not be completed at a few Branches. 

Appropriate steps are bcingtaken in this 
regard. 

Figurv s for 1969 have been rearranged where necessary. —.. .. .. 

Total Rs. 4,07,63,86,507.91 


M 


3,34.87,45,898 


The above Accounts have been drawn 


Calcutta 

20th July, 1971. 


up in accordance with the provisions of Section 29 of the Banking Regulation Act, 1949. 

R. B. Shah ( Custodian ) 

D. Banertee 
Upeh BoRiDOLOI , 

Raghunath Mohapatra 

' G. p. SlMHA 

Naum Ambegaqkar 
, Ashok Mitra 

Directors 
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BANK 

31ST DECEMBER, 1970 

PROPERTY AND ASSETS 31*/ December , 1970 31st December. 1969 


Brought forward 

6. BILLS RECEIVABLE BEING BILLS FOR 

COLLECTION as per contra : 

(/) Payable in India . 

(it) Payable outside India 

7. CONSTITUENTS’ LIABILITIES FOR 
ACCEPTANCES, ENDORSEMENTS 
AND OTHBR OBLIGATIONS per contra 

8. PREMISES LBSS DEPRECIATION : 

Cost as per last balance sheet 
Additions and transfers Rs. 36,39,511=81 
Less deductions Rs. Nil during the year 


Rs, P. Rs. P. 

3,35,55,15.562.81 


26,31,79,204.79 

7,86,93,938.43 34,18,73.143.22 


30,17,45,909.58 

2,44,39,598.98 
36,39,511.81 


Rs. Rs. 

2.78,31,03,893 

20,76.92,788 

5,78,78,521 26,55,71,309 

22.95,12,03! 

2,33,69,475 

10,70.124 


2,80.79,110.79 

Less depreciation to date 39,54,873.60 


9. FURNITURE AND FIXTURES LESS 
DEPRECIATION : 

(including vehicles and equipment) 

Cost as per last balance-sheet 4,23,95,303.92 

Additions Rs. 78,53,013 —12 Less deductions 

Rs. 2,25,569 =07 during the year 76,27,444.05 


2 44 39,599 

2,41,24,237.19 ’34,89,747 2,09,49,852 

3,67,57,028 

56,38,276 


Li ss depreciation to date 


5,00,22,747.97 

2,30,56,435 53 2,69,6(»,3I2.44 


10. OTHER ASSETS, INCLUDING S1LVBR: 


Land and Buildings : 

Rs. P. 

Cost as per last balance 
sheet 

Additions 

Rs. 11,26,322=71 

Less deductions Rs. Nil 

53,87,358.79 

during the year 

11,26.322.71 


65,13.68! .50 

Less Transfer to Pre¬ 
mises account during 
the year 

35,37,481.41 


(ii) Interest accrued on Investments 

(iii) Advance Payment of Income-tax after 
set off of amounts on assessments under 
Sections 140Aand 141A of Income-tax 
Act 

(iv) Stamps and Stationery 
(v) Silver 


29.76,200.0.9 
1,05,38,567.06 


1,24,45,903 00 
1,81.268.97 


2.61,41,939.12 


11. NON-BANKING ASSBTS ACQUIRBD IN 
SATISFACTION OF CLAIMS: 

Land and Buildings (at cost) 1 3,403.55 

12. PROFIT AND LOSS __ 

Total Rs 4^07,63,86,507.91 


4,23,95,304 

1,94,84,641 2,29,10 663 


42.22.154 


14,43,815 


56,65.969 

2,78,610 

53,87,359 

1.11,95,456 

99,52,399 

1,43,532 

2,66,78,746 


19,404 


3,34,87,45,898 


S Subrahmanyan S. J. Utamsjno As per our report annexed. 

'«*•«— lovelock & lbwes 

PRICE WATERHOUSE, PEAT & CO. 
P.C. HANSOTIA & CO. 

Chartered A ( courttants 
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UNITED COMMERCIAL 

PROFIT AND LOSS ACCOUNT FOR 



EXPENDITURE 


Year ended 

31jtf December , 

1970 

Year ended 

31 st December 
1969 




Rs P. 

Rs. 

1. 

Interest paid <m deposits, borrowings, etc. 


10,26.84,126.46 

8,45,09,346 

2. 

Salaries and allowances and Provident Fund* 


7,18,44,971.61 

5,59,72,377 

3. 

Directors' and Local Committee Members' fees and allowances 


4.050 00 

* 44,600 

4. 

Rent, Taxes, Insurance, Lighting, etc. 


81,96,722.19 

72,45,842 

5. 

Law Charges 


1,09,472.68 

1,34,504 

r>. 

Postage, Telegrams and Stamps 


37,71,826.72 

31,97,779 

7. 

Auditor's lees 


3.33,751.00 

4,09,941 

N. 

Depreciation on. and repairs to, the Bank's property 


44,49,648.22 

37,53.647 

9. 

Stationery, Printing, Advertisement, etc.** 


50,07,602.03 

50,88,260 

10. 

Loss from sale of, or dealing with, non-banking assets 


— 

.— 

1 1. 

Other Kxpenditure 


61,37,278.44 

60,77,583 

12. 

Balance of Proiit subject to Bonus 


1,42.02,973.89 

89.22 144 


■ Includes remuneration of Chief Executive Officer : 





Chairman/ 

Custodian 




Custodian 

1970 




1969 





Rs. 

Rs 


. 


72,000.00 0) Salaiy 

72,000.00 




5,000.00 (u) Allowances 

6,000.00 




6,000.00 Oii) Contribution to Povidcnt Fund 

6,000 00 




(iv) Monetary value of perquisites calculated 





9,000.00 in accordance with Income-tax Rules 

9,000.00 




1,356.52 iv) Medical Aid 

625.63 




94,356.52 

93,625 63 




•*Thc amount shown against item 9 Stationery, Printing, Advertisement etc.. 




includes expenditure of Rs. 10,93.143—05 on Public Relations and Publicity. 




The figures for 1969 arc for the whole year excluding the figures 

relating to 




Branches in Malaysia. 





Total Rs. 

21,67,42,423.24 

17,53,56,023 


The abmi Accounts h.i'c been drawn up in accordance with the provisions of Section 29 of the Banking Regulation Act, 1949. 


R B. SHah ( Custodian ) 
O. Banerjee 
Upen Bordoloi 
Raghunath Mohapatra 
O. P. SlNHA 
Nauni AmbegaokaR 
Ashok Mitra 

Directors 


Calcutta 
20th July, 1971. 
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fcess provision made during the year for bad anddoubtf ul debts and 
other usual or necessary provisions) 
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Year ended Year ended 

31 st December , 31 st December , 

1970 1969 


Rs. P. Rs. 

1. Interest and Discount 18,31*54,068.44 14,35,18,811 

2. Commission, Exchange and Brokerage 3,14,93,104.08 3,00,03,456 

3. Rents 18,56,627.32 17,52,527 

4. Net profit on sale of investments, gold and silver land, premises and other assets 

(not credited to Reserves or any particular Fund or Account) — 

5. Net profit on revaluation of investments, gold and silver, land, premises and other 

assets (not credited to Reserves or any particular Fund or Account) — — * 

6. Income from non-banking assets and profit from sale of, or dealing with, such assets — 81,229 

7. Other receipts 2,38,623.40 — 

8. Loss — 


/ 


Total Rs. : 


21,67.42,423.24 


17,53,56,023 


S. Subrahmanyan 
Chief Accountant 


S. J. UTAMSlNir As per our report annexed. 

General Manager 

LOVELOCK & LEWES 

PRICE WATERHOUSE, PEAT & CO. 

P. C. HANSOTIA & CO 

Chartered Accountants 
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UNITED COMMERCIAL BANK 

REPORT OF THE AUDITORS 

THE PRESIDENT OF INDIA 

We have audited t he attached Balance Sheet of United Commercial Bank as at 31st December, 1970 and also the relative 
Profit and toss Account for the year ended on that date annexed thereto, in which are incorporated the returns of ail the 
Branches of which:— 

(i) 58 Branches hav c been audited by us, 104 Branches by ot her auditors and 97 Branches have been unaudited, for the 
exclusion of which from audit, concurrence of the Reserve Bank of India, was obtained, and 

(ii) 183 Branches for the half-year ended 31st December, 1970 havebecn audited by other auditors. The audited returns 
in respect of these 183 Branches for the first half-year ended 30th June, 1970 have not yet been received. 

The Balance Sheet and Profit andLoss Account have been drawn up in forms ‘A’ and ‘B’ respectively of the Third Schedule 
of the Banking Regulation Act, 1949. Accordingly, they disclose such matters as were required to be disclosed in the case 
of banking companies prior to nationalisation by virtue of the provisions of the said Act asreadwiththe related provisions of 
I he Companies Act, 1956. Subject to the limitations of such disclosure and on the basis of the audit indicated in the first para¬ 
graph and the notes on the accounts, we report that: - 

(a) in our opinion and to the best of our information and the explanations given to us and as shown by the books and 
returns of the Bank: 

(i) The Balance Sheet is a full and fair Balance Sheet containing the necessary particulars and it is properly drawn 
up so as t o ex hi bi t a 1 rue a rid I ai r v icw of t he all airs of t he Bank as at 31 st December, 1970; 

In) The Profit andLoss Account shows a true balance of profit for the year ended 31st December, 1970. ' 

( h) We have obtai nod all t he information and explanations which to the best of our knowledge and belief were necessary 
for the purposes of our audit and have found them to be satisfactory; 

( c) The t runs act ions of the Bank which have come to our notice ha\ e been within the powers of the Bank; 

(d) The returns received from the offices and branches of the Bank have been found adequate for the purposes of our 
audit 


LOVELOCK & LEWES 

PRICE WATERHOUSE, PEAT & CO. 

P. C. HANSOTIA & CO. 


Calcutta. 
20th July. 1971. 


Chartered Accountants 
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BOOKS BRIEFLY 


Politics in Soviet Economics 


The Soviet Quest for Economic Rationality : W. Keizer; Rotterdam University 
Press; 1971; Pp 267; Price not given. 

Developing Economies and the International Framework ; S. Venu; Orient Long¬ 
man Ltd; 1971; Pp 301; Price Rs 27.50. 

Labour Welfare in India : K. N. Vaid; Shri Ram Centre for Industrial Relations, 
New Delhi; Pp 392; Price Rs 45. 

Economics of Land Consolidation in India : S. K. Agarwai; S. Chand & Co. (Pvt) 
Ltd, NtwDelhi; 1971; Pp 159; Price Rs 20. 

Russia Revisited : K. P. S. Menon; Vikas Publications, Delhi; 1971; Pp 109; 
Price Rs 15. 

Advanced Economic Theory : H. L. Ahuja; S. Chand & Co., Delhi; Pp 595; Price 
Rs 16.50. 


Reviewed by ACADEM1CUS 


The Soviet Quest For Economic Ra¬ 
tionality , is an excellent study concern¬ 
ed with the problem of the conflict 
between the orthodox Marxist econo¬ 
mics of socialism as officially inter¬ 
preted in the Soviet Russia and the 
quest for greater economic rationality 
in the post-Stalin era. It was assumed 
that the basic flaw in the Soviet eco¬ 
nomic system lay in the adherence to 
the erroneous ideological economic 
theory of socialism and that economic 
rationality would assert itself and the 
chronic ills of the system would dis¬ 
appear, once this body of dogma was 
abandoned. A number of western eco¬ 
nomists saw in the post-Stalin era, chan¬ 
ges in the system the acceptance of the 
economic institutions commonly asso¬ 
ciated with market economies and con¬ 
sequently the gradual adoption of a 
pragmatic economic theory not basical¬ 
ly different from that prevailing in the 
western countries. * 

During the course of the study 
Dr Keizer seems to have become con¬ 
vinced that “the crucial issue under¬ 
lying the economic problems of the 
USSR is not the conflict between 
Marxist ideology and economic ration¬ 
ality, but the latter and the power- 
political goals of the Soviet ruling elite." 
According to the author therefore the 
conflict is not between ideology and 
economic law but between power- 
politics and economic law. The object 
of this study is to trace the relation¬ 
ship between economic and political 
rationality in a totalitarian economic 
system. 

„ The author. teams by defining the 
nature of economic and oilier types of 


rationality in human behaviour in gene¬ 
ral and behaviour of Soviet policy¬ 
makers in particular. He has come to 
the conclusion that the motive behind 
economic activities may well be the 
direct achievement of certain political 
and social goals, instead of economic 
goals by themselves. In this case the 
economic system will evince political 
and social rationality and not economic 
rationality in the sense of maximising a 
monetarity quantifiable entity. Whether 
the purpose of any particular economic 
system is to be rational in the econo¬ 
mic or in a political sense depends on 
the goals pursued by its policy makers. 
The author, therefore, is of the opinion 
that we can say nothing about the 
rationality of any economic system, 
unless we know what its actual goals 
are. 

The author then describes the possi¬ 
ble objectives of the Soviet economic 
system. These are the ideological and 
political aims of the Communist Party 
leadership of the Soviet Union and the 
aims of the Soviet population as con¬ 
sumers. Dr Keizer has made an 
attempt to show that contrary to the 
common belief of the western econo¬ 
mists, Marxist-Leninist ideological 
tenets continue to play a vitally impor¬ 
tant role in the Soviet economic life. 
They serve to justify and legitimise the 
leaders* appropriation of the major 
share of the GNP for achieving their 
political And economic aims. 

The author then proceeds with his 
analysis assuming that the Soviet 
state as personified by the Communist 
Pfcrty leadership acts as a separate 
person with aims of its own which may 


not necessarily be identical with those 
of its subjects. It therefore so acts as 
to maximise its own subjective utility 
or 'welfare'. The supreme aim of the 
Soviet politico-economic system is to 
secure its own self-preservation. All 
Soviet economic actions are directed 
towards this aim and can be explained 
in those terms only. All other aims of 
the system are subservient to this pri¬ 
mary aim and may be sacrificed when 
their achievement conflicts with its 
maximum realisation. According to the 
author the successful pursuit of this aim 
requires the maximisation of the leader¬ 
ship’s powers of disposal over the eco¬ 
nomic potential of the Soviet Union. 

Aims of Soviet Economy 

The supreme aim of the Soviet econo¬ 
my is not the maximisation of economic 
growth or any other purely economic 
objective by itself but the contribution 
which the economy can make to tte 
above accepted ultimate goal. In a 
system such as the highly politicalised 
Soviet economy, economic rationality 
is by and large identical with the ideolo¬ 
gical or political rationality. Economic 
rationality is striven for in so far as it 
contributes to the achievement of the 
ultimate aim. 

All this means that maximum con¬ 
sumer welfare as understood by west¬ 
ern economists is not the major objec¬ 
tive of the Soviet economy. As a fact, 
the basic Stalinist model minimized 
the volume of resources devoted to 
consumption in order to maximise the 
volume of resources devoted to the 
production of growth and power goods. 
In spite of the manifest improvements 
which have occured in the standards of 
living of the consumers in the Soviet 
Union, no relaxation of this basic 
principle can yet be discerned. 

The author has discussed the changes 
that have occured over the past fifteen 
years in the allocation problem facing 
the Soviet policy-makers. Possibly, they 
have found that the Stalinist allocation 
priorities can no longer be relied upon 
to secure maximum achievement of 
their supreme goal and therefore, have 
effected certain basic reforms in the 
traditional planning system. After exa¬ 
mining some of the reforms, recently 
effected, the author has come to the 
important conclusion that the reform 
proposals and measures that are both 
politically acceptable and technically 
feasible will not improve the economic 
efficiency of the system to the extent 
necessary. This applies to the ^profit¬ 
ability proposals, the price reforms, 
the programming models and techni¬ 
ques. The author concludes that the 
Soviet economic system cannot be 
accused of irrationality because it does 
not maximise consumer welfare. Given 
the aims of its policy-makers, the 
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Soviet economy achieves these aims as 
wdJ as could be done under the existing 
constraints and the state of the plan¬ 
ning techniques available. 

This refreshing study is not based 
on an analysis of economic factors alone 
but attempts to take the relevant poli¬ 
tical and ideological factors into account 
as well. This is a right approach 
because no field of social activity can 
be satisfactorily analysed or evaluated 
when it is studied in isolation. It should 
be emphasised that this applies with 
even greater force to the analysis of 
totalitarian economies. 

Wc have so much identified ourselves 
with the type of economic analysis 
that has come down to us from the 
western economists that w 7 e have be¬ 
come incapable of comprehending any 
other system of economic values and 
analysis. The reading of this stimulat¬ 
ing book will certainly help us up to 
w'iden our horizon and whether we 
accept the alternative philosophy and 
values or not, it should be the duty 
of the students of economics to fully 
understand the case before sitting on 
judgment on an\ system. 

DEV ELOPING ECONOMIES 


S. Vcnu has jn'tdc an attempt in his 
book Developing Economies ami The 
International Framework to analyse the 
economic problems of the less develop¬ 
ed countries in the context of the inter¬ 
national framework. It is now com¬ 
mon knowledge that the efforts of deve¬ 
loping nations to accelerate their growth 
rates are very much influenced by the 
politics of developed countries. What 
is more galling is that while professing 
to aid developing countries, many of 
the advanced countries aie taking steps 
which are not hampering this growth 
pj occssbut arc further accentuating the 
inequalities between the two groups of 
counti ies. Since this is so, any attempt 
at formulating proper economic poli¬ 
cies by developing countries necessita¬ 
tes complete understanding and appre¬ 
ciation of what is happening in the 
outside world and hence the impor¬ 
tance of this book. 

In part one, the author has analysed 
trade problems between developed and 
less developed countries (LDCs) con¬ 
centrating his attention on aspects such 
as discrimination in international trade, 
the Kennedy Round, international 
agreements and export problems be¬ 
fore the developing countries. 

The LDCs arc concerned over the 
trends in their international trade for a 
number of reasons. For seme of them 
the volume of intctnational trade is 
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large in relation to their national in¬ 
come, e.g., Ceylon and Malaysia; for 
most of them it is important as it pro¬ 
vides essential capital goods and tech¬ 
nical know-how so important foi eco¬ 
nomic development. 

Trade not Aid 

He is of the opinion that though 
LDCs are insisting on ‘trade and not 
aid', international trade has not been 
a means of economic progress for most 
of the LDCs as the empirical evidence 
reveals that there has been a steady 
deterioration in the terms of trade over 
the past two decades. This is because, 
according to Gunnar Myrdal, “Trade 
operates (as a rule) with a fundamental 
bias in favour of the richer and pro¬ 
gressive regions (and countries) and in 
disfavour of the less developed coun¬ 
tries. . Myrdal regards it as a cir¬ 
cular constellation of forces causing a 
low income equilibrium. His arguments 
against international trade as an en¬ 
gine of growth are based on low price 
and income elasticities of demand 
for primary exports. Hans Sirgei’s 
arguments for the worsening terms of 
trade of the LDCs bear a certain affi¬ 
nity to the Marxist concept of colonial 
exploitation, and therefore according to 
him dynamic radition of international 
trade had no sufficient effect. Raul 
Prebish also supports the secular-dctc- 
erioration hypothesis. All these authors 
agree that the present structure of 
international trade acts as a serious 
barrier to economic development. 
Foreign exchange restrictions and a 
limited ability to import have held back 
economic growth of countries like 
India, Pakistan, Brazil, Columbia and 
Turkey. 

The author has also emphasised that 
while non-discrimination, multilateral¬ 
ism and expansion of international 
trade constitute the prime rationale 
of GATT, the actual picture is one of 
complete divorce of practice from pro¬ 
fessions, with developed countries get¬ 
ting a larger share in world trade. 
The author has also proved that the 
demand mado by developing countries 
at UNCTAD 1 and UNCTAD II and 
at the Algiers Conference in 1967 for 
special international treatment of pri¬ 
mary commodities which accounted for 
about 45 per cent pf aggregate world 
exports has met with only lip service 
and the position in respect of export 
of primary products from LDCs is 
actually deterioiating all these years. 

As a result of rapid economic deve¬ 
lopment the LDCs nave had to finance 
ever-increasing import bills. The terms 
of trade of the ‘85’ progressively wors¬ 
ened. According to the author the 
way out of the impasse lies in diversify¬ 
ing the range of exports from the ' 


LDCs to the developed countries There 
is also an urgent need to increase 
earnings from traditional exports which 
have declined in relative terms during 
the so-called Development Decade’. 

Part two of the book analyses vari¬ 
ous aspects of foreign aid such as mean¬ 
ing of foreign aid and why foreign aid, 
the sources and quantum of foreign 
aid, its economic effects, the rational 
of foreign investment and its future. 
There is nothing new in the analysis but 
the reader gets at one place all that 
he needs to know in a general way 
about this important subject. 

Part three deals with trade problems 
among the developing countries. The 
author pleads for immediate liberalisa¬ 
tion of trade among the LDCs to help 
alleviate the general problem of excess 
capacity in industry caused by lack of 
effective domestic demand or demand 
from developed countries. Also, he has 
warned that developing countries in 
future will compete with each other in 
third country markets for sale of iden¬ 
tical or substitute products and there¬ 
fore must take steps to avoid self- 
defeating competition. 

The next two parts deal with the pro- 
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bloros concerning the socialist bloc and 
developing cpuntiics (mainly the pro- 
blems of bilateral trade among the 
two) and the international liquidity 
conundrum. 

The reader often finas in this book 
that many of the topics dealt with are 
treated sketchily and the author has fail¬ 
ed to realise the necessary degree of co¬ 
ordination and iclevance among vari¬ 
ous topics. And yet the reader docs get 
a broad internationalperspectiveagainst 
which the developing countries have to 
struggle and attain their growth. One 
thing that stands out prominently is the 
wide gap between the professions of 
most of the developed countries and 
their trade and aid practices with deve¬ 
loping countries. The book is worth a 
careful perusal. 

LABOUR WELFARE 

Shri Ram Centre for Industrial 
Relations in India, New Delhi, has been 
doing excellent research woik in the 
field ot labour economics and has 
brought out a number of books on the 
subject almost all of which have been 
already reviewed in these columns. 
Labour Welfare in India by K. N. Void 
is an excellent addition to the literature 
already produced on the subject. 

This excellent and fail ly comprehen¬ 
sive book deals with the movement of 
labour welfare as it developed in India 
during the period 1930 to 1970. The 
author begins with a discussion of the 
theory of labour welfare with particu¬ 
lar reference to India, traces the evolu¬ 
tion of labour welfare policy over the 
decades, presents a brief account of the 
welfare legislation as applicable to in¬ 
dustry and describes the various pro¬ 
grammes in different fields such as 
health, housing, recreation, education 
and training for industrial workers, as 
well as working of industrial co-opera¬ 
tives, labour welfare funds and social 
security programmes. What is equally 
important is that the author also exa¬ 
mines the role of employer’s organiza¬ 
tions, labour welfare officers and trade 
unions in the welfare movement in 
Indian industries. Since labour wel¬ 
fare seeks to upgrade the quality of 
life of industrialworkers through volun¬ 
tary and statutory measures with a view 
to increasing their sense of involvement 
and for motivating them to lend a 
willing hand to the economic develop¬ 
ment of the country, the importance 
of this subject cannot be overemphasis¬ 
ed. 

The policy formulation in regard to 
labour welfare involves determination 
of >objectives, ordering of priorities, 
estimation of resources required and 
their generation, building administra¬ 
tive infrastructure necessary to handle 
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resources and programmes and a me¬ 
chanism of evaluation. It is in the light 
of this that the author analyses various 
aspects of labour welfare such as health 
and welfare legislation, workers* edu¬ 
cation and training, housing, workers’ 
co-operatives, social security and so on. 
According to the author the labour wel¬ 
fare policy should be based on four 
pillars, namely, promotion of economic 
development, harmony with other areas 
of overall social policy, dynamics of 
social change and value structure in the 
country and administrative feasibility. 

The role of business and industry in 
society would exert the most significant 
influence on the scope and nature of 
labour welfare in industry. Since busi¬ 
ness and industry owe their existence to 
the community which creates and sup¬ 
ports it, their gains from society should 
be matched by their contribution to the 
society. Mcxlern business has therefore, 
responsibility to itself, to its consumers, 
to workers, to shareholders and to the 
community at large. Thus an enter¬ 
prise is expected to makegood product, 
sell it at a fair price, provide decent 
wages to its employees, earn a fair re¬ 
turn on the capital, pay taxes honestly, 
create minimum social tensions and be 
aware of the wider implications of the 
narrow business decisions. This means 
that it is not enough for modern busi¬ 
ness only to redefine its goal; such a 
decision will need to be followed by 
introduction and carefully nurturing 
structural and attitudinal changes at 
all levels of the enterprise. 

The book should serve as a text book 
to be used by scholars and as a sort of 
handbook for experts. K.N. Vaid de¬ 
serves compliments on this excellent 
addition to the existing literature on 
labour economics. 

consolidation of holdings 

In view of the significance the land 
reforms in the agrarian structure of a 
country committed to planned socialis¬ 
tic pattern of economic development, 
the need for a scientific analysis of the 
problems of land consolidation is obvi¬ 
ous. The need for such studies is 
most urgent to find out whether the hy¬ 
potheses which led to the initiation of 
the programme of land consolidation 
were correct; and if so, to what ex¬ 
tent; and if not, what could possibly 
be the reasons. There has not been any 
systematic study concerning economics 
of land consolidation and Economics 
of Land Consolidation in India by Dr 
S. K. Agarwal is intended to fill that 
gap. 

Among the various land reform mea¬ 
sures advocated for the reorganisation 
of Indian agriculture, land consolidation 
has been considered an important pro- 
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gramme in India’s five year plans. The 
aim is to give every right-holder a 
compact area equivalent in value to 
what he held before in scattered plots. 

To make a comparative study of the 
‘before* and ‘after’ consolidation situa¬ 
tion, the author made enquiries in con¬ 
solidated villages to ascertain the posi¬ 
tion as it prevailed before and after the 
consolidation of holdings. The period 
of five years was considered sufficient 
to show the short as well as long-term 
effects of the measures of consolida¬ 
tion. The period referred to as "before 
consolidation’ relates to 1954-55 and 
‘after consolidation’ refers to the agri¬ 
cultural year 1962-63. 

Tenancy Reforms Needed 

Dr Agarwal has interesting findings 
to record. According to him all land 
reforms are mutually interdependent 
and none of them can be successfully 
insolated. He therefore is of the opinion 
that the state government should take 
steps, firstly, in regard to a tenancy 
reform; then the measures for land 
collection and its distribution and land 
consolidation should be attempted last 
so that holdings may not be again frag¬ 
mented as a result of redistribution of 
land on any ground. Otherwise lack of 
proper and integrated implementation 
would have only an adverse effect on 
production. 

The author has found that the cli¬ 
mate is favourable for the consolidation 
of holdings and their maintenance as 
the cultivators are enjoying the fruits of 
consolidation and fully appreciate the 
benefits accruing to them from such 
arrangement. But the finding is that the 
problem of enacting suitable legislation 
aiming at the prevention of future sub¬ 
division of holdings is a very complex 
one. In UP, there are no restrictions 
on partition of ancestral holdings which 
means fragmentation and sub-division 
of holdings will continue to spread. 
The author is of the opinion that ‘stan¬ 
dard area’ should be defined and no 
holdings be allowed to fall below that 
size on any account. 

Also, in UP the present consolidation 
act does not provide for the amalgama¬ 
tion of those plots of a cultivator which 
lie in another village, even though the 
scheme is carried out in the whole reve¬ 
nue circle at one and the same time. 

It is therefore, suggested that provision 
should be made for consolidation of all 
plots of a cultviator in different villages 
so that a cultivator is saved from the 
inconvenience of having to run from 
village to village for cultivating his 
scattered plots. 

The author is of the opinion that 
there is great need for consolidation in 
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hill areas as UP’s consolidation of hold¬ 
ings scheme does not apply to the hill 
districts of Kumaon, Uttarkhand divi¬ 
sions and some other parts of the state 
on account of their hilly and uneven 
topography. Consolidation of hold¬ 
ings has definite benefits for the hilly 
areas and it would lead to increased 
production through intensive supervi¬ 
sion and better management of land and 
water resources. 

The author thinks that the expenses 
of consolidation such as expenses on 
correction of records, on actual conso¬ 
lidation and on land improvements 
should be met by the state, while expen¬ 
diture on items such as construction of 
irrigation and drainage channels, lay¬ 
ing out of village roads, etc. should be 
met by panchayals. 

Planned Programmes 

Another important suggestion which 
the author makes is that the oppor¬ 
tunity of consolidation should be utilis¬ 
ed to rationalise and plan cultivators’ 
holdings and other allied programme 
in such a manner that the whole plan¬ 
ning and development work at the 
village level would provide the greatest 
opportunity for maximum utilisation of 
the resources available for the develop¬ 
ment of the village. Consolidation pro¬ 
gramme should be properly co-ordinat¬ 
ed with those of irrigation, drainage 
and bunding to achieve the greatest 
possible effectiveness in the use of land 
resources of the village. This means 
all the concerned administrative govern¬ 
ment departments should have close 
links with the consolidation depart¬ 
ment. 

What is further to be noted is that 
at present the cultivator is placed in a 
situation where a single measure such 
as that of consolidation still not im¬ 
prove his lot. The problem requires 
a multi-sided approach which means 
that the measure for the consolidation 
of holdings will have to be supple¬ 
mented by measures to supply to the 
cultivator other facilities such as water, 
better seeds, adequate fertilisers and 
improved credit. The author’s find¬ 
ings show that if such measures are not 
taken simultaneously along with the 
measures of consolidation, consolida¬ 
tion programme in a backward area 
will have little to contribute to increase 
in agricultural production. 

Consolidation measures have been 
taken in most of the states, but hardly 
any research is done concerning the 
effects of consolidation and supple¬ 
mental measures necesary to make that 
measure effective. In most cases con¬ 
solidation measure is taken in isolation 
and therefore expected results by way of 
increased efficiency of cultivation and 


increased agricultural production have 
not come about. Much research "will 
have therefore to be undertaken regard¬ 
ing all such measures and Dr S. K. 
Agarwal has done well to provide a 
fairly satisfactory model for such 
research projects. 

PLEASURABLE READING 

Those who have read Many Worlds - 
an Autobiography know well the polish¬ 
ed, elegant, witty and anecdotal style 
of K.P.S. Menon whose writing never 
fails to give entertainment and plea¬ 
sure, if not knowledge and insight 
into the affairs of the countries or their 
people whom the author is describing. 

Russia Revisited is a sort of sequel to 
the author’s well-known volumes on the 
USSR namely, Russian Panorama , the 
Flying Troika , The Lamp and the Lamp- 
stand and Lenin Through Indian Eyes 
and makes as much entertaining read¬ 
ing as all the other books of the author. 

This book is a record of what the 
author saw and heard and also what he 
thought and felt in his visit to the Soviet 
Union at the time of International 
Lenin Centenary year 1970. There are 
articles on the institutions associated 
with Lenin, on Soviet life, Indo-Soviet 
relations, on the Crimea and Ulyanovsk, 
Lenin’s birth place. 

When on June, 17, 1970, the author 
was travelling by Aeroflot to the USSR, 
he confesses that he had “a feeling of 
returning home”. He confesss that he 
feels that Moscow is his “second 
home.” This sets the tone of his writing 
and generally he has the highest regard 
for things and Russian, institutions. 
Any way, we get interesting reading 
material in the book. If Afanasi Niki¬ 
tin’s journey from Russia to India fifty 
years before Vasco da Gama took three 
years and the author’s first journey in 
1950s 28 hours, in another two years 
Delhi will be within two hours’ flight 
from Moscow !We learn that the problem 
of accommodation is receiving intense 
attention and the joke which was true 
a few years ago that even divorced 
couples had perforce to share the 
same room is no more true. We read 
about the shifting on huge rollers 
big buildings to widen the streets and 
when ophthalmic hospital on Gorky 
Street was being moved back, the eye 
operations went on uninterupted. 

The readers’ mind is certainly attract¬ 
ed by what Lenin did and said and es¬ 
pecially his statement that “In order 
to champion the cause of workers one 
must think like a workman act like 
a workman and live like a workman.” 
Our ministers living in feudal splen¬ 
dour and always talking of fighting the 
poverty of the poor should ponder over 


that statement if they are sincere in 
their professions. Lenin’s strict limits 
on speeches -10 minutes for reports, 
five minutes for a first speech and three 
for the second and no one to speak 
more than twice is another precept 
which Indians in general and our minis¬ 
ters in particular will do well to bear 
in mind. Also, Lenin’s reply to stu¬ 
dents who asked him what they should 
do towards fulfilment of the revolution: 
“Your first duty is to study, your se¬ 
cond duty is to study, and your third 
duty is to study” should be eye-opener 
for the Indian youth. 

#, 

There is no doubt that one learns 
interesting facts about various things 
in the Soviet Union such as life and 
culture in Moscow, about Indian 
embassy, old and new, the Lenin mau¬ 
soleum, the Lumunmba University, the 
Russian riviera, the woman and the 
family in th USSR etc.,etc. However, 
the fact that K.P.S. Menon considers 
the Soviet Union his “second home”* 
because he stayed there about nine 
years renders him incapable of viewing 
things there objectively. The govern¬ 
ment of India should be cautions that 
their ambassadors do not stay long 
enough in any country to which they 
are accredited and come to consider 
it as their ‘second home* as that renders 
them completely incapable of delving 
deep into the secrets of policy of that 
country. All this means that while 
Russia Revisited which is written in 
chiselled and polished English of which 
only the Indian civil servant during 
the British regime was capable and 
while the book with its picturesque lan¬ 
guage and anecdotal style provides 
good entertaining, it however complet- 
ly fails to educate, an objective which 
possibly K.P.S. never has in his mind 
when he writes on anything connected 
with the Soviet Union. 

MICROECONOMIC ANALYSIS 

While there have been quite a few 
good books on money, banking and in¬ 
ternational trade written by Indian 
authors who mainly have in view the 
Indian student world, there is however 
a paucity of such analytical books on 
microeconomic analysis. The few 
books by Indian authors that 
are available deal with the demand 
theory and problems of distribution, 
in only the traditional Marshallian 
way neglecting recent advances 
which have taken place in these spheres. 
The books by foreign authors almost 
invariably are tending to be more and 
more mathematical which means that 
Indian students generally having pom: 
mathematical background find it hard 
to follow satisfactorily the analysis 
in those books. Prof. Abuja there¬ 
fore , is to be warmly congratulated for 
bringing out his excellent book 
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Advanced Economic Theory which incor¬ 
porates fairly latest developments in the 
field of the theories of value and dis¬ 
tribution and presenting them in a 
manner that would enable even stu¬ 
dents with little mathematical back¬ 
ground to follow the analysis. 

After dealing in Part one with the na¬ 
ture of economic theory, part second 
deals fairly exhaustively with the theory 
of demand which is an important part 
in the theory of value. Considerable 
advances have been made in this field in 
recent years and the author has incorpo¬ 
rated such topics as revealed preference- 
theory of demand and Hick’s revision 
of demand theory. In a sense this 
is the most satisfactory part of the 
book. 


The Indian Companies Act is like 
the proverbial elephant. It all depends 
on who is viewing it and from which 
angle. It has gone through so many 
amendments that very few will be able 
to recognise its original shape. 

Company Law and Practice makes 
interesting reading, a fact not normally 
found in publications of this type. 
For example, listing of shares on recog¬ 
nised stock exhanges, election of com¬ 
pany directors through proportional 
representations, takeover offers etc. 
have been explained in the light of 
practical difficulties faced by both 
shareholders and the management. 

This is not the last word on Company 
Law. Nor will there ever be. But some 
suggestions merit notice: 

The promoters of a company may 
have any number of objects in the 
memorandum of association as main 
objects. This may, however, frustrate 
the very purpose of the amendment 
as brought out by the Companies 
(Amendment) Act, 1965, which requires 
the main objects to be spelt out which 
the company wishes to pursue on Its 
incorporation. The authors submit that 
it should be clarified that the main 
objects will include only those activi¬ 
ties which the company proposes defi¬ 
nitely to have at the commencement 
of business, and no other. 

The procedure for amendment of 
the memorandum should be simpli¬ 
fied, for the tendency to make the main 
objects clause all embracing is mainly 
due , to the cumbersome procedure for 
amending the objects of the company 
involving apprbva^ of t^e,court. A. 
special resolution should be sufficient 
for this purpose as in the English Law. 
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Part three deals with the theory of 
production and cost which is compli¬ 
mentary to the topics analysed in part 
two. Part four analysis the theory of pro¬ 
duct pricing under perfect competition 
whilethe next part deals with the theory 
of product pricing under impex*ect 
competition, and part four with the 
theory of distribution i.e. pricing of 
the factors of production. All the 
analysis is clear and with illustrative 
graphs. There is no doubt about the 
excellent quality of the book. The 
only regret is that the book has not 
been brought out in a manner befitt¬ 
ing the quality Ot the material. The 
book should serve as a good text t book 
for BA and even MA students of the 
Indian universities. 


Instead of having the objects clause 
amended through the court, the same 
may be allowed to be altered with the 
approval of the Company Law Board. 

The right to obtain a copy of the 
memorandum and articles of associa¬ 
tion of a public company should also 
be given to persons- other than the 
company’s shareholders. 

Section 73 (1) requires that the com¬ 
pany must apply for listing of the secu¬ 
rities to the stock exchange named in 
the prospectus befoie the 10th day after 
the first issue of the prospectus. Even 
a technical or unintended breach of 
Section 73 (1) would render the capital 
issue entirely infructuous. It has been 
suggested that provisions should be 
made in Section 73 that either the stock- 
exchange or the Department of Com¬ 
pany Affairs may, in suitable bonafide 
cases, condone the delay and extend 
the time for making of the application 
for listing. 

A suggestion made by the authors 
that the enlistment of shares by even 
one of the stock exchanges mentioned 
in the prospectus should be adequate 
compliance with the provisions of 
Section 73, and in tune with a recent 
judgment of the Supreme Court in the 
case of Allied International Products 
Limited(1971)41 Comp. Cases(P. 127). 

, The authors have tightly suggested 
that Section 81 of the Companies Act 
should be amended to provide that at 
the time of fresh issue of capital, if a 
company reserves upto 20% of the 
fresh capital for employees, it should 
not require the shareholder^ approval. 
Further, the limit of loan, from the 
company to employees for the purchase 
of company's snares laid down in Sec- 
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tion 77 (3) of the Companies Act should 
be increased from six to 12 months 
salary. 

Under a blank transfer deed, the 
ultimate purchaser is entitled to fill in 
his name date and other particulars in 
the blank transfer deed. The right to 
fill in the blank form clearly implies 
that the ultimate purchaser has also 
the right to correct mistakes by cutting 
or overwriting. The companies are, 
however, insisting that any cuttings 
or overwritings should be authentica¬ 
ted both by the transferor and the 
transferee which in many cases causes 
lot of inconvenience to the share¬ 
holders. The authors have suggested 
that it would be fair and reasonable 
for a company to accept a transfer deed 
in which any mistake in filling the 
transfer deeds are authenticated by the 
transferee. 

It has been suggested that the com¬ 
panies should accept registration of 
shares in the name of minors. It seems 
wrong to debar a minor from holding 
shares in his own name, especially if 
the shares are fully paid, when under the 
existing law he can hold property in 
his name. It has been pointed out that 
over 1.3 million minors own stock 
in America. Why should minors in 
India be debarred from such rights? 

Right to Speak 

At present, the companies normally 
do not confer a right on the proxy 
to speak at the general meeting. When 
a proxy has the right to represent a 
shareholder, he should also be given 
the right to speak at the general meeting 
The authors have'also suggested that 
the pioxy should be permitted by law 
to vote not only on a poll, as is the 
normal provision in various articles 
of the company, but he should also 
be entitled to vote on show of hands. 

Section 263 states that election of 
directors should be voted on indivi¬ 
dually. The section does not prescribe 
the mode of appointment when the 
number of candidates seeking selection 
as directors is more than the number 
of seats to be filled up. 

When a person who is not aheady 
a shareholder of a company sends 
shares for transfer to his n?.mc before 
the date of closure of share transfer 
books of the company, several com- 
pniaes do not send a copy of the latest 
balance sheet and profit and loss 
account to him, until after the shares 
are transfered in his name and the 
general meeting is over and sometimes 
these statements arc not sent until the 
next annual general meeting. The 
authors have suggested that the com¬ 
panies must follow the practice of 
sending the statement of accounts to 
the, shareholders as soon as a transfer 
has been received. 

With regard to the provisions of 
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Section 108 which provide that the 
instrument of transfer is valid for a 
period of two months or up to the date 
of the first closuie of the register of 
members after the date of regstiai's 
stamp, whichever is later, the authors 
point out that . the companies 
may be able to effectively evade this 
resttiction. There is no obligation on 
the companies to close the register of 
members for the purpose of payment 
of dvidend. A company may refrain 
from closing share transfer books so 
that transfer deeds involving these 
shares may conrinue to be indefinitely 
valid. For the purpose of payment of 
dividend, a company may notify 
a date with refcicncc to which divi¬ 
dends would be payable. Such a date 
before the date of the general meet ; ng 
with reference to which the share¬ 
holders may be entitled to the payment 
of dividend, voting rights, etc. 

The authors have laid emphasis on 
disclosure of more information in the 
statement of accounts. 

The main thrust of the book is to¬ 
wards streamlining Company Law so 
that it becomes easier to comprehend 
both for the shareholders and the 
management. The Shareholders inte¬ 
rest evidently comes first and foremost. 
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RECORDS AND STATISTICS 


A treaty of peace, friendship and co¬ 
operation between India and the USSR 
was signed in the capital on August 9, 
1971. Mr A. A. Gromyko, Foreign 
Minister of the USSR signed it on be¬ 
half of his government and the Minis¬ 
ter for External Affairs, Mr Swaran 
Singh signed it on behalf of the govern¬ 
ment of India. Speaking after the sign¬ 
ing ceremony, Mr Swaran Singh 
said that the treaty was an important 
milestone in the path of Indo-USSR 
relations. Mr Gromyko said that the 
treaty crowned the principled and con¬ 
sistent policy of the two countries which 
was aimed at co operation and friend¬ 
ship. 

Following is the text of the Treaty: 

Treaty of Peace, Friendship and Co¬ 
operation between the Republic of India 
and The Union of Soviet Socialist 
Republics 

DESIROUS of expanding and con¬ 
solidating the existing relations of 
sincere friendship between them, 

BELIEVING that the further deve¬ 
lopment of friendship and co-operation 
meets the basic national interests of 
both the States as well as the interests 
of lasting peace in Asia and the world, 

DETERMINED to promote the con¬ 
solidation of universal peace and secu¬ 
rity and to make steadfast efforts for the 
relaxation of international tensions and 
the final elimination of the remnants of 
colonialism, 

UPHOLDING their firm faith in 
the principles of peaceful coexistence 
and co-operation between States with 
different political and social systems, 

CONVINCED that in the world to¬ 
day international problems can only 
be solved by co-operation and not by 
conflict, 

REAFFIRMING their determination 
to abide by the purposes and principles 
of the United Nations Charter, 

The Republic of India on the one 
aide, and the Union of Sdviet Socialist 
Republics on the other side, 

HAVE decided to conclude the pre¬ 
sent Treaty, for which purpose the 
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following Plenipotentiaries have been 
appointed: 

On behalf of the Republic of India: 

Sardar Swaran Singh, 

Minister of External Affairs, 

On behalf of the Union of Soviet 
Socialist Republics: 

Mr A. A. Gromyko, 

Minister of Foreign Affairs, 

who, having each presented their Cre¬ 
dentials, which are found to be in 
proper form and due order. 

HAVE AGREED AS Follows: 

ARTICLE I 

The High Contracting Parties 
solemnly declare that enduring peace 
and friendship shall prevail between the 
two countries and their peoples. Each 
Party shall respect the independence, 
sovereignty and territorial integrity of 
the other Party and refrain from inter¬ 
fering in the other’s internal affairs. 
The High Contracting Parties shall con¬ 
tinue to develop and consolidate the 
relations of sincere friendship, good 
neighbour!iness and comprehensive 
co-operation existing between them on 
the basis of the aforesaid principles as 
well as those of equality and mutual 
benefit. 

ARTICLE II 

Guided by the desire to contribute 
in every possible way to ensure endur¬ 
ing peace and security of their people, 
the High Contracting Parties declare 
their determination to continue their 
efforts to preserve and to strengthen 
peace in Asia and throughout the 
world, to halt the arms race and to 
achieve general and complete disarma¬ 
ment, including both nuclear and con¬ 
ventional, under effective international 
control. 

ARTICLE HI 

Guided by their loyalty to the lofty 
ideal of equality of all peoples and 
Nations, irrespective of race or creed, 
the High Contracting Parties condemn 
colonialism and racialism in all forms 
and manifestations, and reaffirm their 
determination to strive for .Jhcir final 
and complete elimination. 

The High Contracting Parties shall 
co-operate with other States to achieve 
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these aims and to support the just aspi¬ 
rations of the peoples in their struggle 
against colonialism and racial domina¬ 
tion. 

ARTICLE IV 

The Republic of India respects the 
peace loving policy of the Union of 
Soviet Socialist Republics aimed 
at strengthening friendship and co¬ 
operation with all nations. 

The Union of Soviet Socialist Repub¬ 
lics respects India’s policy of non- 
alignment and reaffirms that this policy 
constitutes an important factor in the 
maintenance of universal peace and 
international security and in the lessen¬ 
ing of tensions in the world. 

ARTICLE V 

Deeply interested in ensuring 
universal peace and security, attaching 
great importance to their mutual co¬ 
operation in the international field for 
achieving those aims, the High Con¬ 
tracting Parties will maintain regular 
contacts with each other on major 
international problems affecting the 
interests of both the States by means 
of meetings and exchanges of views 
between their leading statesmen, visits 
by official delegations and special en¬ 
voys of the two governments, and 
through diplomatic channels. 

ARTICLE VI 

Attaching great importance to eco¬ 
nomic, scientific and technological co¬ 
operation between them, the High 
Contracting Parties will continue to 
consolidate and expand mutually ad¬ 
vantageous and comprehensive co¬ 
operation in these fields as well as ex¬ 
pand trade, transport and communica¬ 
tions between them on the basis of the 
principles of equality, mutual benefit 
and most-favoured-nation treatment, 
subject to the existing agreements and 
the special arrangements with conti¬ 
guous countries as specified in the 
Indo-Soviet Trade Agreement of 
December 26, 1970. 

ARTICLE VH 

The High Contracting Parties shall 
promote further development of ties 
and contacts between them in the fields 
of science, art, literature, education, 
public health, press, radio, television, 
cinema, tourism and sports. 

ARTICLE VIH 

In accordance with the traditional 
friendship established between the two 
countries, each of the High'Contracting 
Parties solemnly declares that it shall 
not enter into or participate in any 
military alliance directed aga J nst the 
other pa»ty. 

Each High Coontracting Party under- 
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takes to abstain from any aggression 
against the other Party and to prevent 
the use of its territory for the com¬ 
mission of any act which might inflict 
military damage on the other High 
Contracting Party. 

ARTICLE IX 

Each High Contracting Party under¬ 
takes to abstain from providing any 
assistance to any third party that en¬ 
gages in armed conflict with the other 
Party. In the event of either Party 
being subjected to an attack or a threat 
thereof, the High Contracting Parties 
jshal! immediately enter into mutual 
consultations in order to remove such 
threat and to take appropriate etfcctivc 
measures to ensure peace and the secu¬ 
rity of their countries. 

ARTICLE X 

Each High Contracting Paity sole¬ 
mnly declares that it shall not enter into 
any obligation, secret or public, with 
one or more states which is incompati¬ 
ble with this Treaty. Each High Con¬ 
tracting Party further declares that no 
obligation exists nor shall any obliga¬ 
tion be entered into between itself 
and any other State or States which 
might cause military damage to the 
other Party. 

ARTICLE XI 

This Treaty is concluded for the 
duration of twenty years and will he 
automatically extended for each suc- 


Thc following joint statement was 
issued on August 11, 1971, at the con¬ 
clusion of the talks between Mr A.A. 
Gromyko, Minister of Foreign Affairs 
of the USSR ami Mr Swaran Singh, 
Minister of External Affairs of India: 

On the invitation of the govern¬ 
ment of India, the Minister of Foreign 
Affairs of the USSR, His Excellency 
Mr A. A. Gromyko, paid an official 
visit to India from August 8 to 12. 
1971. 

During his stay in New Delhi, the 
Minister of Foreign Affairs of the 
USSR called on the President of India, 
Mr V.V. Giri, and was received by the 
Prime Minister of India, Mrs Indira 
Gandhi. He also met the Food and 
Agriculture Minister, Mr Fakhruddin 
Ali Ahmed, the Finance Minister, Mr 
Y. B. Chavan and the Defence Minis¬ 
ter, Mr Jagjivaii Ram. He had several 
meetings and talks with Mr Swaran 
Singh, Minister of External Affairs of 
India. 

The meetings and talks were held in 


cessive period of five years unless either 
High Contracting Party declares its 
desire to terminate it by giving notice 
to the other High Contracting Party 
twelve months prior to the expiration 
of the Treaty. The Treaty will be sub¬ 
let to ratification and will come into 
force on the date of the exhange of 
Instruments of Ratification which will 
take place in Moscow within one month 
of the signing of this Treaty. 

ARTICLE XII 

Any difference of interpretation of 
any Article or Articles of this Treaty 
which may arise between the High 
Contracting Parties will be settled bila¬ 
terally hv peaceful means in a spirit of 
mutual respect and understanding. 

The said Plenipotentiaries have sign¬ 
ed the present Treaty in Hindi, Russian 
and English, all texts being equally 
authentic and have affixed thereto their 
seals. 

Done in New Delhi on the ninth day 
of August in the year one thousand nine 
hundred and seventy one. 

On behalf of the On behalf of the 
Republic of India Union of Soviet 
Socialist Republics. 

(S<lr) (*//-) 

Swaran Singh A. A. Gromyko 
Minister of Minister of 

External Affairs . Foreign Affairs. 


an atmosphere of warm friendship and 
cordiality. It was noted with deep satis¬ 
faction that the friendly relations and 
fruitful co-operation between the Soviet 
Union and India in the political, eco¬ 
nomic, cultural, technical and scientific 
fields are developing successfully and 
hold great promise for further expan¬ 
sion. The political and legal basts for 
this co-operation is further strengthened 
by the Treaty of Peace, Friendship and 
Co-operation betwen the USSR and 
Tndia, which was signed in New Delhi 
by Mr Swaran Singh, Minister of Exter¬ 
nal Affairs of India and Mr A. A. 
Gromyko, Minister of Foreign Affairs 
of the USSR. 

Both sides consider that the conclu¬ 
sion of the Treaty is an outstanding 
historic event for their two countries. 
The Treaty is $ logical outcome of the 
relations of sincere friendship, respect, 
mutual trust and the varied ties which 
have been established between the Soviet 
Union and In dll in the course of many 
years and have stood the test of tijpe. 
It corresponds to the basic interests 'of 
the Indian and Soviet peoples and 


opens up wide prospects for raising the 
fruitful co-operation between the USSR 
and India to a higher level. Alongside 
other provisions concerning bilateral 
Soviet-Indian relations the Treaty pro¬ 
vides for the two sides maintaining 
regular contacts with each other on 
major international problems and hold¬ 
ing mutual consultations with a view to 
taking appropriate effective measures to 
safeguard the peace and security of 
their countries. 

The Treaty between the USSR and 
India is a real act of i^ace expressing 
the community of policy and aspira¬ 
tions of the USSR and India in the 
struggle to strengthen peace in Asia and 
throughout the world and for safeguar¬ 
ding international security. All provi¬ 
sions of the Treaty serve these purposes. 
The Treaty is not directed against 
anyone; it is meant to be a factor in 
developing friendship and good-neigh¬ 
bourliness, in keeping with the princi¬ 
ples of the UN Charter. « 


The governments of India and the 
USSR are confident that the conclusion 
of the Treaty of Peace, Friendship and 
Co-operation will meet with complete 
approval on the part of all those who are 
really interested in the preservation of 
peace in Asia and throughout the world 
and on the part of the governments of 
all peace-loving states. 

In the course of the meetings and 
talks, both sides noted with satisfaction 
that their positions on various pro¬ 
blems discussed were identical or very 
close. The Minister of External Affairs 
of India explained the heavy burden 
placed India's resources due to over 
seven million refugees who had entered 
India. Both sides, after a detailed dis¬ 
cussion, reiterated their firm convic¬ 
tion that there can be no military solu¬ 
tion and considered it necessary that 
urgent steps be taken m East Pakistan 
for the achievement of a political solu¬ 
tion and for the creation of conditions 
of safety for the return of the refugees 
to their homes which alone would ans¬ 
wer the interests of the entire people of 
Pakistan and the cause of tjie preserva¬ 
tion of peace in the area. 

The Indian sitje expressed its grati¬ 
tude for the understanding of the pro¬ 
blem shown by the Soviet Union as 
was evident from the appeal addressed 
on April 2, 1971 to the President of 
Pakistan by the Chairman of the 
Supreme Soviet of the USSR, Mr N. V. 
Podgorny. 

Both sides held the view that out¬ 
side interference in the affairs of Indo¬ 
china should immediately cease. They 
consider that it will be futile to attempt 
to impose any settlement not acceptable 
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to the peoples of the area. They wel¬ 
comed the recent 7-point proposal of 
the Provisional Revolutionary Govern¬ 
ment of South Vietnam as a concrete 
step forward which could form the basis 
of a peaceful political settlement. 

On west Asia, both sides were con¬ 
vinced of the urgent need for the imple¬ 
mentation of the resolution of the 
Security Council of November 22,1967, 
so that the consequences of aggression 
are liquidated. 

Both sides considered that all inter¬ 
national problems, including border 


disputes, must be settled by peaceful 
negotiations and that the use of force 
or the threat of use of force is impermi¬ 
ssible for their settlement 

Both sides declare that they are 
strongly in favour of an early agree¬ 
ment on General and Complete Dis¬ 
armament, including both nuclear and 
conventional weapons, under effective 
international oontrol. 

The Minister of Foreign Affairs of 
the USSR expressed his gratitude for 
the cordial reception given to him by 
the government of India- 


The Taxation Laws (Amendment) Bill, 1971 


Proposals to amend the Income tax 
Act, 1961, the Wealth-tax Act, 1957 
and the Gift-tax Act, 1958 with a view 
to countering evasion of tax, checking 
the circulation of black money and also 
to improve tax collection, are contained 
in the Taxation Laws (Amendment) 
Bill, 1971. The Bill was introduoed in 
the Lok Sabha on August 12, 1971 by 
the Finance Minister, Mr Y.B. Chavan. 

Mr Chavan had, in his budget speech 
for 1971-72, indicated the government’s 
intention to take powers to acquire im¬ 
movable properties at prices which 
correspond to those recorded in sale 
deeds, to discourage benami holdings of 
property and to improve the present 
arrangements for valuation of immov¬ 
able properties for purposes of Wealth- 
tax. The Bill is meant to give concrete 
shape to these proposals. 

The broad features of the amend¬ 
ments proposed in the Income-tax Act, 
Wealth-tax and Gift-tax Act are as 
follows: 

Acquisition of Immovable Properties hi 
certain cases of transfer to counter eva¬ 
sion of tax. 

It is proposed to empower the central 
government to acquire any immovable 
property (including agricultural land) 
which is the subject-matter of a trans¬ 
fer, where there is reason to believe that 
the price agreed to between the parties 
has not been fully disclosed in the inst¬ 
rument of transfer with the object of 
facilitating evasion or reduction of the 
liability to tax by the transferor or the 
transferee or both. These provisions 
will be administered by the Income- 
tax Department and will operate in 
respect of properties having a fair mar¬ 
ket value exceeding Rs 25,000. 

CenpeteBt Authority 

Proceedings for acquisition of pro¬ 
perties will be initiated by the Assistant 
C&rtmissioner of Income-tax (who 


is being designated as the competent 
authority for this purpose) where he 
has reason to believe that the fair mar¬ 
ket value of the property exceeds Rs 
25,000 and that the consideration has 
not been fully disclosed in the instru¬ 
ment of transfer in order to facilitate 
tax evasion by the transferor or trans¬ 
feree or both. Suoh proceedings may 
be initiated anytime up to six months 
from the date on which the competent 
authority receives information about 
the registration of the properties from 
the registration officer or the transferee 
of the property. 

Filing Objections 

The parties concerned, namely, the 
transferor and transferee as also any 
person who may be interested in the 
property, will be entitled to file objec¬ 
tions against the proposed acquisition. 
The competent authority will consider 
these objections and also give a hearing 
to the parties before finalising the 
matter. If after such consideration and 
hearing, he is satisfied that the property 
should be acquired for the reasons all¬ 
ready stated, he will order the acquisi¬ 
tion of the property. But before doing 
so, he will have to obtain the prior 
approval of the Commissioner of In¬ 
come tax. An appeal will lie to the 
Central Board of Direct Taxes against 
the order of acquisition. 

Compensation will be payable for 
properties acquired under the proposed 
provision in a sum equal to the con¬ 
sideration stated in the deed of transfer 
phis a solatium of 15 per oent thereof. 
Where any improvement has been made 
to the property between the date of 
transfer and the date of initiation of 
proceedings for acquisition, the com¬ 
pensation will be increased by an ap¬ 
propriate sum to cover such improve¬ 
ment. Conversely, if the property has 
been damaged otherwise than as a re¬ 
sult of normal wear and tear when it 
was in the possession of the transferee, 
the compensation payable will be re¬ 


duced by an appropriate amount. The 
whole of the compensation will be 
payable in cash. Delay in payment of 
compensation beyond one month from 
the date the property is surrendered or 
delivered to the competent authority, 
will entail payment of simple inte¬ 
rest by the central government at the 
rate of nine per cent per annum. 

As the compensation, under the 
proposed provision* may fall short of 
the compensation which would be pay¬ 
able if the property had been acquired 
under the Land Acquisition Act, 1894, 
it is specifically being provided that 
the amount of the shortfall shall be 
deemed to have been realised by the 
central government as penalty,from 
the transferee for being a party to a 
transfer which has, as its object, the 
facilitating of tax evasion by the trans¬ 
feror or the transferee or both, as stated 
earlier. 

No Penalty 

Accordingly, no penalty would be 
leviable on the transferee for conceal¬ 
ing his income which is utilised by him 
for paying to the transferor by way of 
consideration an amount in excess of 
what is stated in the instrument of trans¬ 
fer, even though such amount may be 
assessed to tax as his income. Similarly, 
no penalty will be leviable on the trans¬ 
feree under the Wealth-tax Act for - 
concealing his wealth (in the form of 
money or other asset) which is utilised 
by him for paying to the transferor 
such excess consideration, even though 
such assets may be assessed to Wealth- 
tax in the hands of the transferee. 
With a view to obviating any conflict 
with the provisions of the Land Ac¬ 
quisition Act, 1894, a specific provision 
is being made that proceedings under 
that Act for the acquisition of any 
property shall not be initiated by the 
central government unless the date for 
initiation of proceedings for the ac¬ 
quisition of such property under the 
proposed provision in the Income-tax 
Act has expired without such proceed¬ 
ings having been initiated or unless the 
competent authority has declared that 
such property will not be acquired 
under the new provisions. 

Amendment of the Income-tax Act 
with a view to curbing benami holding 
of property 

Pursuant to the recommendation of 
the Administrative Reforms Commis¬ 
sion, the Bill seeks to introduce 
a new provision in the Income-tax 
Act. It proposes to debar a person 
from enforcing bis claim to any pro¬ 
perty standing in the name of any 
other person, unless the claimant has 
disclosed the income from such pro¬ 
perty for purpose of income-tax or the 
property itself for purposes of Wealth- 
tax, or has given notioe to the Income- 
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tax Officer about his claim to the pro¬ 
perty. With a view to obviating in¬ 
convenience to persons of small means, 
it is being specifically provided that 
this provision will not apply to a suit 
of a value not exceeding Rs 2,000 
which is tried by a Court of Small 
Causes or other similar court. 

Improving the arrangements for valua¬ 
tion of assets for purposes of wealth- 
tax and other direct taxes. 

It is proposed to amend the Wealth- 
tax Act, 1957 so as to augment the ad¬ 
ministrative set up of the Valuation 
Department which is functioning at 
present on a limited basis and also to 
vest the necessary powers in the Valua¬ 
tion Officers to discharge their func¬ 
tions effectively. 

Briefly, it is being provided that the 
Valuation Officer may be required by 
the Wealth-tax Officer to value any 
asset and on being so requested, the 
Valuation Officer will proceed to detcr- 
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mine the value of the asset*after giving 
opportunity to the taxpayer to present 
his case and after considering all the 
relevant factors. The value as estimated 
by the Valuation Officer will be adop¬ 
ted by the Wealth tax Officer in finalis¬ 
ing the assessment. If the value is ob¬ 
jected to by the taxpayer before the 
appellate authorities, namely the Ap¬ 
pellate Assistant Commissioner and 
Appellate Tribunal, these authorities 
will decide the matter after giving a 
hearing to the Valuation Officer as also 
the asscssee who may, for this purpose 
be assisted by a non-official valuer who 
is registered as a valuer with the Cent¬ 
ral Board of Direct Taxes. 

The existing procedure for arbitra¬ 
tion of the valuation of any asset by 
two non-official valuers at the stage of 
appeal to the Appellate Tribunal is 
being discontinued. 

Non-official Valuers 

Provision is also being made for non¬ 
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official valuers to register themselvea 
with the Central Board of Direct Taxes, 
so that they may assist taxpayers i& 
valuing their assets and also presenting 
their point of view before the taxation 
authorities including the appellate 
authorities. 

For getting registration as a valuer, 
a person has to have the qualifications 
and experience to be specified by the 
Board in the Wealth-tax Rules and has 
to abide by certain procedural formali¬ 
ties. These are mainly that he will 
furnish his report of the valuation in a 
form to be prescribed for the purpose 
in the Wealth-tax Rules and charge 
fees only at the rate or rates to be speci¬ 
fied in such rules. He will also have to* 
give an undertaking that he will not 
value any asset in which he has a direct 
or indirect interest. 

The procedure of valuation by Valu¬ 
ation Officer is being extended 
also for purposes of the - Income- 
tax Act and the Gift-tax Act. 
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Although tup Prime Minister is keen an the Indo-Sovict pact being viewed 
in a long-term perspective as a possible first step towards promoting positive 
Friendship and co-operation among nations with like interests, if not of 
like minds, public opinion has naturally reacted and responded to it as a 
necessary and desirable initiative on the part of New Delhi in the context of 
Pakistan’s bellicosity. The merits of this treaty, —whether it would be a net 
gain interms of its being able to promote both firmness and flexibility in our 
external relations or, again, whether it may not have an unexpected or undesir¬ 
able influence on our national policies relating to our domestic affairs — will 
no doubt be keenly debated, and must certainly be carefully considered in any 
case. 


All the same, there is this to be said to the credit of the Indo-Sovict pact that 
it has introduced a catalytic into our foreign policy and diplomacy which had ten¬ 
ded to be unimaginative, unenterprising and even indifferent to the demands of a 
changing world. This is definitely a welcome development at this point of our his¬ 
tory not only because there is at present a crisis in our relations with Pakistan 
which is far more serious than any that had occurred before but also because the 
decision of the governments of the United States of America and the Peoples Re- 
public of China to talk to each other on issues of big power equations in Asia and 
the world has sharply altered the global framework of reference for the Foreign 
Offices of national governments everywhere. 

The Prime Minister, therefore, iscntitled to present the Indo-Soviet treaty to 
the public as proof of our administration's awareness of and responsiveness to the 
problems of national security in the context of shifts in the power balance among 
the super-powers as well as the urgent need for deterring Pakistan from engaging 
in any military adventure against our country and, incase, our efforts in that direc¬ 
tion fail, our being adequately prepared to resist Pakistani aggression along any of 
our frontiers with that country. This, however, may well prompt public opinion to 
ask whether the government is also equally prepared to take initiatives on the home 
economic front so that our military defences could be reinforced with the citizens’ 
morale and physical resources which a country needs to protect itself or punish 
those who would violate its territorial integrity. The signing of the Indo-Soviet 
pact, in other words, has prompted informed public opinion to be more sensitive 
than ever to the urgency and importance of a domestic economic policy of defence 
preparedness which could add to the credibility of a national posture of our being 
willing and able to meet threats of war from Pakistan or elsewhere. 

That the economic stability of our country is basically less sound today 
than it was a year or two ago cannot be seriously questioned. Itistructhat 
the growth in agricultural production has been a strengthening factor but it is 
apparent that its influence is beginning to wear thin. Inflationary financingof pub¬ 
lic expenditure, accompanied by the growth in population, is steadily eroding the 
cushion provided by the improvement in the production of foodgrains. The fact 
that over seven million refugees from East Bengal have arrived in our land and 
have to be fed and looked after must warn us againt any complacency about the 
food outlook. Although it may be the case that, for the foieseeable future at any 
rate, the physical shortage of ibodgrains as such may not become a problem of 
inconsiderable gravity, nevertheless experience has made us wise to the fact that 
in situations such as these local shortages cannot be ruled out nor their capacity 
for mischief in terms of undermining the peoples' confidence or even creating 
areas of physical distress. ^ 

Rather alarming in this context is the virtual helplessness expressed by the 
Finance Minister about possible inflationary increases in prices. He has solemnly 
stated in Parliament that he sees no way of meeting the situation except by appeal¬ 
ing to the public to organise consumer resistance to rise in prices. Mr Oman 
has also spoken laconically of a need arising for price controls should the price 
level become unmanageable. It is a moot point whether the government can be 
content with adopting the attitude of preacher and policeman by turn. It is 
quite strange and certainly unfortunate for our country that the Finance Minister 
did not know or care enough to try to relate price prospects to the production as¬ 
pect particularly in industry. 

For years now, the rate of investment in building additional manufacturing 
capacity or starting new industiy has been regularly falling behind the needs of the 
rise in population, let alone the expectations of the people of improving their stun- 
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dard of living. It is this deficiency in 
our investment performance in recent 
years which is now coming to be reflec¬ 
ted in a growing imbalance between 
goods and effective demand, particu¬ 
larly where the products of industry 
arc concerned. The production of 
most of the essential consumer goods 
has not been rising fast enough. 
In a number of cases the basic 
raw materials needed for the 
processing of these goods are 
becoming increasingly difficult to 
obtain in sufficient or required quanti¬ 
ties. It is apparent that only such new 
initiatives in industrial policy as could 
galvanise our industrial capacity or 
activate our industrial potential to out¬ 
bursts of energetic production could 
create those balancing factors in the 
economy which are our best guarantees 
of stability, particularly in the context 
of defence preparedness. 


This article, by the editor, is reproduced here 
by courtesy of The H in lust an rimes , in which 
it appeared on August 24. 


Against this background it is the 
immediate responsibility of the govern¬ 
ment to restoie confidence in the busi¬ 
ness community. Current legislation 
relating to the amendment of the Consti¬ 
tution, whatever its other merits may be, 
has undeniably engendered feelings of 
anxiety and uncertainty even if not 
downright depression in industrial and 
trade circles. Entrepreneurs and inves¬ 
tors alike feel, rightly or wrongly, that 
they have been reduced to being helpless 
pawns in an unending game of politi¬ 
cal chess This is all the more so be¬ 
cause there have been specific act* of 
government which are calculated to 
promote the fear that any extension of 
the legislative scope for radicalism or 
any curtailment of judicial discipline on 
its practitioners is bound to be exploi¬ 
ted arbitrarily for sectarian political 
ends. 


G. Verghesc complained the other day 
of the war of nerves that the Kerala 
government appears to have started 
against foreign owned plantations in 
the state. Although the report of a 
commission appointed sometime ago 
to inquire into the working of foreign 
owned plantations is being kept secret, 
there is a deliberate attempt to stir up 
speculations in the press about the 
Kerala government having forwarded 
to New Delhi the draft of an ordinance 
for nationalising all foreign owned 
plantations in the state. Mr Verghese 
has etfectively exposed the “public inte¬ 
rest" argument advanced in. this connec¬ 
tion by making the telling point that the 
foreign owned plantations have estab¬ 
lished the efficiency of their manage¬ 
ment and consequently their social utili¬ 
ty by achieving yields which compare 
favourably with rates of output in other 
sectors of the plantation industry in 
this country or in the plantation indust¬ 
ries of other countries such as Ceylon, 

An even more glaring example per¬ 
haps of the Kerala government’s casual 
treatment of private or corporate rights 
is provided in the Kerala Private Fo¬ 
rests (Vesting and Assignment) Bill 
No. 68 of 1971, which seeks to replace 
an ordinance nationalising private 
forests. Although there is a precedent 
to the contrary in the Kerala Land Re¬ 
forms Act which has specifically exemp¬ 
ted from its provision relating to ceil¬ 
ing ‘‘lands belonging to or held by an 
industrial or commercial undertaking 
at the commencement of this Act and 
set apart for use for industrial or com¬ 
mercial purposes of the undertaking" 
and although the present Bill itself has 
kept out of its purview the plantations 
of tea, coffee, rubber, cardamom and 
cinnamon, the Kerala government for 


reasons of its own, has proposed to 
bring under the mischief of this pro¬ 
jected measure of nationalising private 
forests the plantation developed by 
Gwalior Rayon for the purpose of pro¬ 
viding raw material for its Rs 16 crore 
rayon grade pulp factory in Kozhikode 
district in Kerala, a plant which saves 
considerable foreign exchange. 

It is worth noting here that 
an area of 30,000 acres of forest 
land, unsuitable for normal cultivation, 
was purchased by this company with 
the approval and concurrence of the 
state government for racing eucalyptus 
and other pulp good species. This trans¬ 
action was tied to a specfic undertaking 
on the part of the state government that 
“(his 30,000 acres of land will not be 
acquired by the government for a period 
of 60 years from the date of purchase 
under the proposed legislation for the 
acquisition of private forests”. Putt¬ 
ing its faith in this recorded assurance 
of the state government, Gwalior Rayojji 
has so far invested Rs 175 lakhs on, 
land, buildings and roads as well as on 
planting the area. One of the conside¬ 
rations which has obviously prompted 
the state government to commit it¬ 
self in this manner was that it realised 
the advantage of the company being 
allowed to build up its own raw mate¬ 
rial base so that the state government 
might be relieved in due course of its 
obligation to supply bamboo to the 
pulp factory which was one of the 
conditions on which Gwalior Rayon, 
in the first instance, had agreed to put 
up its plant in Kerala. 

In spite of these circumstances, the 
Kerala government has not found any¬ 
thing wrong in proposing to take over 
Gwalior Rayon’s investment of Rs 
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Not a few of the state governments 
especially have been only too happy to 
prov ide grounds for this concern. There 
was the case not long ago of the govern¬ 
ment of Tamil Nadu taking over the 
passenger transport business of the 
leading road transport operators in the 
<tate, in spite of the fact that, while 
those private transpoit services were 
being managed with a very high degree 
of efficiency, the existing services of 
the State Transport Undertaking were 
being widely criticised for their inade¬ 
quate performance 

Then, there is the undisguised anta¬ 
gonism of the government of Kerala 
to many aspects of private industry or 
commerce. The Chairman of the 
Kanan Devan Planters Association, Mr 
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The Government of India has announced 
its cotton prices policy for the season 1946-47. 
In terms of that policy, the floor and ceiling 
prices fixed for the 1945-46 crop will be conti¬ 
nued into the 1946-47 season and will apply 
both to the current crop and to the crop market¬ 
ed during 1946-47. This decision has given 
acute dissatisfaction to the cotton trade. It 
will be recalled that at its recent monsoon 
meeting, the Indian Central Cotton Committee 
adopted a resolution favouring the raising of 
the floors and ceilings by Rs 100 per candy. 
The Government has not the prices at the 
present levels. The Board of the East India 
Cotton Association, consequently, has address¬ 
ed to the Government a vigorous protest 
against its cotton prices policy. 

There is no doubt that the cotton interests 


are genuinely persuaded that the cotton grower 
and the trade have received a raw deaf For 
some time past, the demand for higher floors 
and ceilings has been gathering volume and 
the fact that eminent cotton men of the stand¬ 
ing of Sir Purshotaiq$las Thakurdas and Sir 
Chunilal B. Mehta have been prominently asso¬ 
ciated with the demand that warrants the most 
careful consideration of the case for higher 
cotton prices. The Government claims that 
it has in fact given that "most careful consi¬ 
deration" to the matter and as a result decided 
in favour of the continuance of the present 
ceilings and floors. The question now is whe¬ 
ther, taking all the relevant factors into consi¬ 
deration, the Government's decision is in the 
larger interests of the country or not? We 
are inclined answer, "Yes'. 
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175 lakba in a project from which the 
company naturally has not received 
any return so far, since it takes 
time to develop pulpwood plantations 
to the stage of commercial exploitation. 
It is dearly cases of such high-handed 
politics on the part of state govern¬ 
ments or the centre rather than high- 
sounding protestations of justice and 
fairplay from the Treasury benches in 
Lok Sabha that will be held to be rele¬ 
vant by the public in evaluating the 
possible consequences of legislation 
extending the authority of Parliament 


Dialogue 

In his inaugural address at the annual 
general meeting of the Calcutta Jute 
Fabrics Shippers Association on 
August 7, Mr L.N. Mishra the union 
Minister for Foreign Trade, said that 
the government of India had urged 
upon the state governments concerned 
to accord all the necessary facilities to 
the jute industry lor stepping up the 
production of jute goods. He expressed 
the hope that the state governments 
would appreciate the v ital importance 
of fully utilising the limited capacity 
of the jute mills. There is however 
little evidence oYthe state governments 
doing all they could to help the jute 
industry to maximise its production 
and exports. In West Bengal, for 
instance, the sudden cuts in power 
supply have been adversely affecting 
the output of the mills. Go-slow and 
other acts of indispline also continue 
to hinder productivity. The half¬ 
percent multi-point sales tax, imposed 
by the government of West Bengal, 
tends to reduce the competitive capa¬ 
city of our jute goods. But nothing 
has been done to abolish this tax or to 
modify it in such a way as to minimise 
its impact on exports. 

But if the states have not fully rea¬ 
lised their reponsibility towards the 
jute industry, has at least the central 
government done so? Mr Mishra ig¬ 
nored some vital issues raised by Mr 
J.P. Goenka in his presidential address 
at the association's annual meeting. 
For example, Mr Goenka referred to 
the need to abolish the export duty. He 
pointed out that the removal of this 
duty would have a salutary effect in 
keeping down the prices, and that its 
retention had become more anomalous 
than before. He also argued that when 
India was pressing for the removal of 
tariff and non-tariff' barriers to trade by 
other countries* our stand was consi¬ 
derably weakened by the retention of 
duties on our exports. Mr Goenka 
urged the reintroduction of the scheme 
of export tax credit cerificates For jute 
manufactures whicht would be particu- 
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which in effect means the authority of 
the government of the day over the 
Constitution. The issue for the Prime 
Minister now is whether the country 
could afford a state of demoralisation 
in industry and commerce and a 
widening credibility gap between the 
government and the business commu¬ 
nity at a time when its economic 
stability must be strengthened as much 
as possible through increased pro¬ 
duction and investment so that its de¬ 
fence capabilities are at their opti¬ 
mum. 


on Jute 

larly helpful for the export of hessian 
and carpet backing. He suggested that 
consortia of exporters should be set 
lip and the revenue from the excise d uty 
on sacking should be made over to 
these consortia to enable them to offer 
sacking at reduced prices in the world 
markets. He said that if the govern¬ 
ment did not favour consortia, the 
scheme could be operated by an export 
promotion council for jute goods. Mr 
Mishra did not comment on these pro¬ 
posals presumably because their im¬ 
plementation would be the responsibi¬ 
lity of the Ministry of Finance. But 
the Ministry of Foreign Trade should 
examine these schemes and recommend 
them with or without modifications. 
The export of sacking has suffered 
severely in recent years mainly due to 
the competition from Pakistan; the 
government of India should do some¬ 
thing to recover the lost ground. 

Mr Goenka also said that export inte¬ 
rests had not been given representation 
on the Board of the Jute Corporation; 
it was difficult to appreciate the govern¬ 
ment's decision in this regard. Mr 
Mishra was of the view that the shippers 
could render a ser\icc by providing a 
line of communication between the 
ultimate consumer and the producer 
and that they could also render assis¬ 
tance in improving the pattern of jute 
product development and marketing 
strategy in the existing and potential 
markets. He expressed the hope that 
the Jute Corporation would fill in some 
of the existing gaps in the institutional 
structure in respect of the promotion 
of export of jute goods. But it is not 
clear how exactly the Corporation is 
going to play this role and what ex¬ 
pertise it has acquired for this purpose. 
The government would do well to 
associate the Shippers Association also 
with the working of the Jute Corpora¬ 
tion since it has over 72 years of ex¬ 
perience in the trade. 

Mr Mishra stressed the imperative 
need to set up new jute mills. He said: 
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“The government is, at present, 
examining the report of the committee 
that was set up to study the feasibility 
of establishing jute mills in the indust¬ 
rially backward jute-growing states. 
1 hold a strong view on the matter that 
the industrially-backward jute growing 
states should have jute mills. I know 
there is no prevision in the fourth Plan 
for the new mills. While I cannot say 
when the new mills would be set up, 
there is no doubt about the fact that 
we will have new and more modern 
jute mills in these states to meet the 
aspiration of these jute-growing states". 
The jute industry has strongly opposed 
this proposal. It has argued that more 
jute goods should be produced by ex¬ 
panding the capacity of the existing 
millsratherthan by setting up new emps. 
It seems surprising that Mr Goenka did 
not take a definite stand on this issue. 
All he said was that it was for the go¬ 
vernment of India to decide this matter. 
But has not the Jute Fabrics Shippers 
Association any views of its own on 
this major issue? 

Regarding the European Economic 
Community (EEC), Mr Goenka made 
three main points. First, that the carpet 
backing quota should be increased 
from the present level of just over 1,000 
tonnes; second, there should not be any 
distribution of the quota among the 
member countries but that each coun¬ 
try should be at liberty to import ac¬ 
cording to its requirements, provided 
that the total imports into the EEC 
are within the quota; and third, that 
jute should be included in the general¬ 
ised scheme of preferences earlier than 
1973, Mr Mishra seemed to agree with 
these suggestions. He said; “The go¬ 
vernment of India had entered into a 
bilateral agreement with the European 
Economic Community for regulating 
the exports of carpet backing a couple 
of years ago. Wc entered into that 
agreement in good faith and in great 
expectation that the access to one of 
our most promising items, namely car¬ 
pet backing, would be liberalised in a 
significant way. Unfortunately, our ex¬ 
pectations have not been realised in so 
far as the restrictive features which 
you have mentioned in your speech are 
not only being maintained but intensi¬ 
fied. The treatment given to us has also 
been less favourable than the treatment 
given to Pakistan." Mr Mishra added 
that there was no reason for delaying 
the implementation of the general 
scheme of preferences, on jute goods by 
the EEC and that he would take up 
these and other matters with Brussels 
during his forthcoming visit. 

Mr Mishra reminded the shippers 
that India’s exports of jute goods in 
the year ended March 1971 declined to 
about 540,000 tonnes, the lowest for 
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several decades. Hesaidthat the count¬ 
ry had to pay heavily for the series of 
prolonged strikes that crippled our ex¬ 
ports. He urged that wc should be very 
watchful about the prices of jute goods 
being pushed u. levels which might 
prove inimical to jute. “The very sur¬ 
vival of the industry”, he said, “depends 
upon its ability and will to control the 
rise in cost". But the government too 
has an equal responsibility in ensuring 
thccompetitive prices of our jute goods. 
Mr Goenka said that strikes, bandhs, 
and disorder created a psychology of 
uncertainty about India’s capacity to 
execute export orders. He revealed that 


the consumption of hessian in the USA 
in 1970 totalled only 609.4 million 
bales — the lowest since 1951 and that 
the decline in consumption had been 
continuous in the last four years — 
8.3 per cent in 1967, 3.9 per cent in 
1968, 13 3 per cent in 1969, and 11.7 
per cent in 1970. This decline, took 
place solely because of our inability 
to maintain regular supplies. Unless 
therefore the government, the industry', 
the shippers, and the workers sincerely 
and effectively cooperate with one an¬ 
other, we shall not be able to maximise 
the export earnings from jute 
goods. 


Liberalisation of Credit Policy 


The monetery authoiitics have re¬ 
cently announced a relaxation of credit 
curbs on specified commodities with a 
view to bringing about their more order 
ly marketing and also ensuring greater 
benefit to growers in backward areas. 
There may not be general agreement 
with the approach adopted by the Re¬ 
serve Bank in some directions as an 
injection of credit may have haimful 
effects and laise the cost of manufac¬ 
tured goods. But it is interesting to 
note that the difficulties now being 
experienced in completing procurement 
operations by the Food Corporation of 
India and othci agencies are sought 
to be minimised by making available 
credit over a larger area against wheat, 
barley and mai/e. It is perhaps feared 
that there will be larger marketable sur¬ 
pluses against the current kharif crops 
and perhaps also during the f orthcom¬ 
ing rabi season. 

As it has been now officially esti¬ 
mated that the output of foodgrains in 
1970-71 was at an all-time record of 
107.8 million tonnes, it stands to rea¬ 
son that there will be greater anxiety on 
the part of cultivator to sell a larger 
proportion of their produce within a 
shorter period and convert it into cash. 
As in April-Julv this year the Food 
Corporation anil other state agencies 
experienced serious ptoblems in handl¬ 
ing huge quantities of wheat barley 
maize and bajra there is anxiety that 
there should not be a repetition of these 
problems when foodgrairs arrive into 
the marketing centres after the next 
harvest, ft has been announced that 
there would be no ceiling in respect of 
advances against wheat and there 
would be as before no control on 
barley and mai/c. There will of course, 
be a minimum margin of 50 per cent 
in respect of credit against wheat and 
an interest rate of 10 per cent also will 
bechaiged. Rice millers in Maharashtra 
will get their requirements of credit for 
specific purposes. The directive has, 


however, been given that fresh assis¬ 
tance should be given, as far as possible, 
to small growers and traders. 

This decision of the Reserve Bank 
should be commended as it is amply 
clear that the official agencies will not 
be equal to the task of marketing in¬ 
creasing quantities of foodgrains with 
a rising level of production. There will 
necessarily have to be association of 
private traders with the marketing of 
huge surpluses in a period of plenty. 
The exploitation by middlemen of the 
growers can be prevented if the latter 
could be helped to hold stocks' and re¬ 
lease them for sale to the official agen¬ 
cies or directively to consumers on a 
phased basis. It is necessary, however, 
to have an intelligent co-ordination of 
the activities of the official agencies, 
co-operative marketing societies and 
growers. If it is ensured that there will 
be effective procurement prices when 
there are only marginal surpluses and 
attractive floor prices when there 
was a slump in the open market and 
warehouse arrangements could be 
created on a large scale, the serious 
difficulties experienced in the second 
quaiter of this year in absorbing the 
sizable marketable surpluses of food- 
grains in Punjab, Haryana, Uttar 
Pradesh and Bihar particularly could 
be eliminated. 

As regards to oilseeds and oils, the 
objectives of the central banking insti¬ 
tution are not quite clear. It cannot 
be denied that, except in respect of 
seasamum and some other minor oil¬ 
seeds, open market prices have re¬ 
mained at fairly attractive levels in 
respect of groundnut oil, coconut oil 
and other edible oils. There is, of 
course, some significance in encourag¬ 
ing the use of cottonseed oil and li¬ 
beralising restrictions on the grant of 
credit against soybean oil as the for¬ 
mer, if made available in larger vo¬ 
lume, can relieve pressure on other 


edible oils. Soybean oil is, of course, 
released for sale to the manufactur¬ 
ers of vanaspati by the State Trad¬ 
ing Corporation out of its own stocks 
and it would be wrong to impose 
needless restrictions on the use of 
credit for stocking soybean oil by 
the manufacturers of vanaspati. The 
banking system will not be handi¬ 
capped in any way by liberalising ad¬ 
vances against soybean oil as it is al¬ 
ready granting liberal facilities to the 
Stale Trading Corporation and any 
sale effected by this agency will jesult 
only in a transfer of credit from one 
borrower to another and the advances 
will be extinguished -when vanaspati 
finally moves into consumption. The 
margins have, of couise, been main¬ 
tained at high levels, the maximum be¬ 
ing 75 per cent in respect of ground¬ 
nut oil. It is probably felt that bris¬ 
ker marketing of minor oilseeds and 
facilities for granting loans to growers 
in backward areas will result in reali¬ 
sation of better average prices by gro¬ 
wers and the elimination of profit mar¬ 
gins to a great extent now being se* 
cured by middlemen. There would 
also be larger use of minor oils. 

However, to adopt a cautious po¬ 
licy in this legard as. no break- 
throw has yet been established in 
the output of oil seeds and even with 
a higher level of production in 1970- 
71 prices have risen sharply in the past 
few weeks after an earlier slump. It 
must, nevertheless, be said that even 
the present higher levels are lower than 
those prevailing in the corresponding 
period in 1970 and there is a feeling 
that there may not be any rise in prices 
in the coming months with the pro¬ 
spect of a bumper groundnut crop 
in Gujarat. It must be pointed out, 
all the same that the output of oilseeds 
in Andhra Pradesh, which is a large 
producer, may not come upto expec¬ 
tations if unfavourable weather condi¬ 
tions affected the yield of the crops. 
The position in this regard will become 
clear only towards the close of 1971. 
In any case, any attempt to liberalise 
credit against oilseeds may have un¬ 
desirable repercussions if controls are 
not properly exercised and the activi¬ 
ties of the vanaspati manufacturers 
are not also carefully watched. 

In respect of cotton, a fitful policy 
has been followed by the Reserve 
Bank. There was untimely relaxation 
of credit curbs atthe beginning of the 
1970-71 season in the expectation that 
there would be a reasonably large 
crop of cotton. But with the serious 
damage suffered by the standing crop 
in Vidarbha and the delays in arrang¬ 
ing for imports of cotton under PL- 
480 agreement from USA and against 
commercial purchase from Egypt and 
Sudan, there was an unprecedented 
rise in prices. Even with the drop in 
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values sometime back, cotton is still 
very costly. It is not known what is 
ihe precise significance of the relaxa¬ 
tion of credit curbs against cotton as 
the situation is still difficult and in the 
absence of any indication of a better 
crop for the next season and expedi¬ 
tious arrangement for importing cot¬ 
ton, there may have to be cutbacks 
in production of mills after some time. 
Many units are also finding it unecono¬ 
mic to continue the manufacture of 
yarn and fabrics with restrictions on 
credit and wide fluctuations in prices 
for finished products. Because of a 
pruning of credit limits and the im¬ 
position of higher mat gins, many 
units have been obliged to borrow 
at usurious rates from the bazzur. 

It is a known fact that merchants 
have been carrying stocks on behalf 
of mills because the latter cannot pay 
on the due delivery dates. Merchants 
in turn have been unable to fulfil 
their commitments. There is thus 
the paradox of an accumulation of 
stocks of raw cotton with growers 
in particular areas while it has been 
complained that there is in adequate 
supply of cotton and that the credit 
squeeze has affected production. There 
will certainly be some relief to mills 
in upcountry a^eas, out of Bombay and' 
Ahmedabad, due to the facility 
offered to maintain stocks for an addi¬ 
tional two weeks. There will also be 
varying margins for larger holdings. 
But it is feared in textile industry 
circles that there cannot be a grip on 
the cotton situation without immediate 
arrangements for sizable imports and 
adequate bank credit for holding 
stocks in a central pool, if need be. 
Strenuous efforts will also have to be 
made to increase the output of cotton 
in important growing areas if an un¬ 
due rise in prices for raw' cotton is to 
be avoided and the interests of con¬ 
sumers of cotton textile also have to be 
safeguarded. There will thus have to 
be integrated credit control, ft will 
then be possible to prevent cornering 
of kapas by co-operative societies, 
as happened in Maharashtra early in 
the 1970-71 season. There is no use 
limiting only the holding of stocks by 
mills after giving encouragement to 
a rise in prices for this natural fibre. 
It is indeed necessary to administer 
credit control in a mancr which will 
fetch for the farmer reasonable prices 
for his produce. But apart from im¬ 
proving his ability to hold stocks for a 
reasonable period and preventing dist¬ 
ress selling, there will have to be safe¬ 
guards against hoarding or cornering 
in the early stages of marketing. The 
new policy should be administered in 
such , a way that prices for collard 
at the mill-end are not unduly in¬ 
flated. 

There is, however, no danger of a 


big rise in prices of foodgrains with 
liberalised credit facilities. Indeed, it 
is necessary to have marketing facili¬ 
ties through different agencies for 
handling bigger surpluses until such 
time the adjustments to the new situa¬ 
tion has been fully completed. What¬ 
ever may be the changes in price trends 
relating to oilseeds, oils and raw cotton, 
it may be expected that there will be 
surprising developments in the food 
situation if, for the fifth season in 
succession, there was an increase in 
production and there was a more 


than proportionate increase in market¬ 
able surpluses. Fortunately, the bank¬ 
ing system is in a position to expand 
credit for the expeditious marketing 
of agricultural commodities. Even 
after massive financing of pro¬ 
curement operations, the borrow¬ 
ings of scheduled commercial banks 
are now at rather low levels. It can 
also be expected that there will be 
bigger additions to bank deposits with 
a significant increase in agricultural 
incomes and a fast spread of the bank¬ 
ing habit in rural areas. 
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The World 


JOSSLEYN 

I 

THE USES OF COPPER 

Since ancient times copper has been, 
a key commodity in world trade. It is 
a widely distributed, but relatively rare 
component in the earth's crust. Only 
where the natural minerals of copper are 
concentrated to a sufficient degree is 
profitable mining possible. 

There are around 165 known copper 
minerals, but only a small number are 
found in concentration large enough 
to be mined. The principal mineral is 
chalcopyrite around 34.5 per cent 
coppci. This mineral forms the basis 
of most copper mining operations, but 
at least ten other minerals, often asso¬ 
ciated with chalcopyrite, also provide 
an economic source of copper. _' 

The relatively heavy exploitation of 
copper over the past 100 years h s 
meant that the more obvious, and in 
many instances the richest, deposits 
of copper have already been used up. 
This is particularly true of the early 
developed areas in Europe and North 
America Focn in presently under¬ 
developed regions the chances of finding 
large high grade copper deposits lessen 
with each passing year. Rich lode de¬ 
posits of Australia's Mount Isa type 
are contributing less and less each year 
to total world mine production. An 
increasing share of output is coming 
from the so-called ‘'porphyry copper" 
type deposits of which Australia's 
Bougainville orcbody is one. In these 
orebodies small grains of chalcopyrite 
arc scattered through a “phorphyry" 
rock — a rock somewhat similar to a 
fine grained granite. The actual copper 
content of the rock is frequently low, 
often much less than 1.0 per cent (the 
new Sicrrita mine in Arizona. USA 
for example, will mine ore averaging 
only 0 35 per cent copper) but to offset 
this low grade the reserve tonnages are 
sometimes enormous. Bougainville ore 
averages 0 48 per cent copper and the 
reserves presently total 900 million 
tons (in this report tons a^e long tons). 
While some patches of higher grade ore 
are present in porphyr) copper depo¬ 
sits. these rarely allow for selective 
mining. As a general rule porphyry 
copper deposits can only be mined 
by low cost open-cut mining methods 
by which the copper mineral bearing 
rock is mined in total. 

Despite the benefits flowing from 


of Copper 

HENNESSY 

improved technology and increasing 
scale of operations, production costs 
continue to rise. Without a steady in¬ 
crease in the price of copper over the 
longer term it will become increasingly 
difficult to mine lower and lower grade 
of ore. Total world reserves of metallic 
copper, recoverable at present copper 
prices under the current level of tech¬ 
nology, have been estimated at around 
300-350 million tons. Present world 
mine production is around 6 2 million 
tons per year. If the vast extra tonnages 
of copper held in lower grade minerali¬ 
sation are ever to be made available 
for future generations a constantly 
rising copper price, at least keeping 
pace with costs is essential. 

Unique Properties 

Copper provides at low cost a uni¬ 
que combination of properties which 
have won ready acceptance over the 
full spectrum of industry. Its earliest 
uses were related to its ready workabi¬ 
lity, exceptional resistance to corro¬ 
sion. durability and attractive reddish 
colour. 

Copper’s high electrical conductivity 
makes it ideal for use in the generation 
and transmission of electrical energy 
for lighting, power and heat. Around 
50 per cent of world consumption is 
currently used by the electrical in¬ 
dustry in products as diverse as genera¬ 
tors, motors, transmission lines, wiring 
telephones, radios, TV sets, and 
electronic printed circuitry in compu¬ 
ters, instrument panels and a myriad 
other appliances. 

Copper's high thermal conductivity 
and the relative ease with which it can 
be welded, brazed and soldered, finds 
it a ready market for the fabrication of 
heat exchangers, boilers, radiators and 
for various piping and plumbing uses. 

Some of copper’s properties can be 
enhanced by alloying with one or more 
of a wide range of metals and non- 
metals. The various brasses and 
bronzes, the copper nickels (used in 
coinage), the nickel-silvers (alloys of 
copper, zinc and nickel, containing no 
silver) are put to countless uses by in¬ 
dustry in castings, rolled and machined 
products. 

The use of copper is closely geared to 
the level of industrial development, 


and increasing industrialisation of 
hitherto underdeveloped countries 
offers an expanding market for it. 
Traditional uses are being constantly 
augmented by new uses, and despite 
the loss of a small share of some estab¬ 
lished markets to aluminium and plas¬ 
tics, demand for copper continues to 
grow. At present this growth in de¬ 
mand shows no signs of slackening. 
Over the last decade consumption of 
copper has grown at an average annual 
rate of around 4 0 per cent and reliable 
sources estimate that demand for cop¬ 
per should increase over the next 
decade at between four and five per 
cent per year. 

II 

WORLD SUPPLY POSITION 

In 1967 and 1968 world production 
was seriously affected by protracted 
strikes at major US copper mines. 
US mine production during 1967 wjfs^ 
down 424,100 tons on the previous 
years' figure of 1.275,700 tons. The 
strikes cost the US 900,000 tons in 
metal output. The lack of domestic 
supplies throughout tho strike, and 
shortly after, also affected consump¬ 
tion. The cash price for wirebars on 
the London Metals Exchange (LME) 
soared to £727 per long ton in March, 
1968, up 90 per cent on the price six 
months before. The present price is 
£517 per long ton. 

Since 1968 production has returned 
to normal. Tables I and II show the 
growth performance of the world in¬ 
dustry over the past 10 years. 

Big advances in production in 1969 
and 1970 following the high copper 
prices were not fully matched by the 
rises in consumption. In fact total 

Table I 

COPPER: WORLD PRODUCTION 
AND CONSUMPTION 


(million tons) 



1961 

1970 

Mine Production 

4 2(3.6) 

6.2 (5.0) 

- K 

Refined Produc- 

tion* 

5.0 (4.2) 

7.4 (6.1) 

Refined Con- 

sumption 

4 9 (3.9) 

. 

7.0 (5.6) 


♦Includes refined scrap. (non-Com- 
muuist world total in brackets) 

Source : World Bureau of Metal Statis¬ 
tics, 1970. 
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I A piping joint, iiko thousand Other*. 

In a fertilizer plant. 

On the outside—smooth, glossy, nor¬ 
mal as can be. But on the inside? 

Eaten by corrosion. Paper thin Dan¬ 
gerously thin High pressure gas 
inside—failure could occur anyminute. 

Would mean not only an accident 
Oyer 3 lakhs rupees loss of produc¬ 
tion every day due to forced shutdown 
Of ply'll 

The remedy : Periodic non-destructive, 
testing of plant and equipment during 
operation without shutdowns Check 
soundness well in time for action For 
replacements—for repairs—for safety 
— for production 

Non Destructive Testing for critical 
assessment of plant equipment—an 
exclusive expertise service developed 
by P&D Division In regular use for 
check up of ovor 3.000 critical points 
in every operating plant of FCI every 
year and for quality control of fabri¬ 
cated equipment for projects. 

FIFTEEN MINUTES 
ID DISASTER 



Some of our other customers: 
Hindustan Steel Ltd.. Gujarat State 
Fertilizer Co. Ltd., Sriram Chemical. 
Industries. Oil b Natural Gas Commie* 
sion, Indian Oil Corporation Ltd.. Anup* 
Engineering Ltd.. Testeels Ltd., Metal 
Forgings Pvt. Ltd., 

Services include: 

Complete material evaluation for all 
types of equipment. Weld inspection 
by radiography. Ultrasonic inspection 
of plates, vessels, forgings. Surface 
defect detection for machined com¬ 
ponents Crack detection on turbine 
blades. Magnetic particle and fluo¬ 
rescent penetrant inspection. Forme 
estimation in S. S. wolds. Halogen 
leak detection in reactors ln-*»itu 
metallography . 



self reliance in 
fertilizer 
technology 

v For details and particulars write to 
Group Manager (C&S) 

THE PLANNING h DEVELOPMENT DIVISION 

GIFT Buildings. P.O. Sindri, Dist. Ohanbad. Bihar. . 

Tele : 6541/4 (Jheria), Grams : PLANDEV' Slndrl. 

THE#FERTILIZER CORPORATION OF INDIA LIMITED* 


4 * 
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Pan Am 
announces 


The Delhi Double 

Now! twice a day 
to theUSA. 



WESTWARD 

daily services to 
Beirut, Istanbul. Rome, 
Aim, Frankfurt, 



daily services to 
Bangkok, Hong Kong, 
Tokyo, Honolulu and 
mainland USA 


* 


* Includes Rangoon twice a week. 

Fly Pan Am. the only airline to introduce daily services 
from New Delhi through the Middle East, Europe as 
well as the Orient and the Pacific. Pan Am offices and 
travel agents throughout the world are waiting to serve 
you in at ranging for your trip, hotel accommodation and 
all your travel requirements After all, pur poly reason 
for these flight schedules is YOU. 


Call your Pan Am Travel Agent or emit m . 


* New Delhi. Cftanaraiok. 36 Janpaih, Tel 43371 

* Bombay : Taj Mahal Hotel, Tel: 255448,255454 

* Calcutta i 42 Chowringhee Road, Tel : 44-3251 

* Madras : 8/9 Thambu Chctty Street. Tel : 29301. 2J2*. 
Ida : Hotel Soaltce-Oberoi, Tel .11211 
»(Ceylon) . Kollupmya. Tel 7ft2?t 

World’* most experienced airline 


0 
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world production in 1970 exceeded 
consumption by around 340,000 tons. 

Table HI, gives a breakdown of major 
world producers and consumers. The 
dominant position of the US both 
as a producer and a consumer is clearly 
illustrated. In 1970, the US was a net 
importer of copper (290,000 tons). 
The importance of Japan as a consumer 
is also highlighted. 

To what is the present oxer- 

supply position a portent for the fu¬ 
ture? Various authorities have confi¬ 
dently predicted that over the next 
few years supply will continue to out¬ 
strip demand, because they are con¬ 
vinced that most proposed new copper 
mining projects understudy throughout 
the world will shortly begin produc¬ 
tion. Surpluses forecast by informed 
industry sources range from around 
460,000 tons per year by 1973, through 
590,000 tons in 1974, to around 850,000 
toils in 1975. However, despite the 
authority of these predictions, caution 
is necessary when extapolating copper’s 
supply and demand factors into the 
future. 

Political Uncertainties 

Problems athieting several major 
world copper producers raise some 
doubts that many oF the new copper 
projects scheduled over the next few 
years will reach production on schedule. 
The political uncertainties in many 
emerging nations, the rising tide of 
nationalism and aversion to foreign 
controlled basic resource industries, 
have tended to restrict the flow of de¬ 
velopment capital into these areas. 
Without foreign capital, massive ex¬ 
pansion programmes planned for the 
industries in these countries must be 
deferred and future copper supplies 
jeopardised. 

Peru is an interesting example. The 
imposition of stringent conditions by 
Peru’s military government, which was 
an attempt to galvanize long establish¬ 
ed copper concession holders into 
speedy development, has resulted in 
the return of most of these concessions 
to the government. Development would 
have taken the equivalent of A$880 
million mainly from foreign sources. 
Unless alternate sources of finance 
become available, development of these 
concessions will be delayed. With 
recent strike action at the Ilo smelter, 
Oroya and at the huge Toquepala mine, 
the Peruvian scene both in the short 
and long term looks far from happy. 

In Chile, the government has nation- 
lised the large copper mines. Chile 
has some of the largest copper mines 
in the world, but despite nationalisa¬ 
tion and a marxist President, Chile is 
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not free of industrial strife, strikes and 
wage claims. Recent furnace failures at 
the El Teniente mine and severe labour 
problems in the industry as a whole, 
largely due to the flight from the 
country of foreign technical staff, makes 
observers even wonder whether Chile 
can maintain 1970’s production level 
throughout 1971. Substantial expansion 
of output is even more doubtful. The 
recent announcement from the EJ 
Teniente mine extending its control 
on 45 per cent of deliveries until Octo¬ 
ber strengthens these doubts. 

The increases in output planned for 
the nationalised industries of Zambia 
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and Congo (Kinshasa) depend on the 
ability of those countries to woo and 
win foreign development capital. In 
a highly competitive world market for 
funds, the politically unstable areas 
particularly those with a proven yearn¬ 
ing for nationalism, are in poor bargain¬ 
ing positions. The break-down of 
financing arrangements has thrown 
doubt on the huge Sar Cheshmeh pro¬ 
ject in Iran. At an estimeted total 
cost of A$295 million, Sar Cheshmeh 
could produce around 103,000 tons of 
copper per year. 

The immense capital requirement 
for the Udoken Project in the USSR 


Tabi c II 

REFINED COPPER PRODUCTION/CONSUMPTION 
(Non-Communist World) 


(Million tons) 


Year 

Relined 

production 

Change Refined 

% Consumption 

Change 

0/ 

/o 

1961 

4 2 

— 

3 9 

___ „ 

1962 

4.3 

2.5 

4.0 

0.6 

1963 

4 3 

1.6 

4 2 

6.4 

1964 

4 7 

7.5 

4.7 

11.5 

1965 

5 0 

6 2 

4.8 

2.3 

1966 

5.1 

3 0 

5.2 

6.9 

1967 

4.7 

-(7.8) 

4.8 

-(6.9) 

1968 

5.3 

13 1 

5.1 

6.0 

1969 

5. $ 

8 8 

5.6 

10.3 

1970 

6 l 

4.6 

5.6 

Nil 


Source : World Bureau of Metal Statistics, 1970. 

Tablh III 

WORLD COPPER PRODUCTION/CONSUMPTION . 1970 


(000’ tons) 


Country 

Prod. 

% 

Country 

Cons. 

V 

/O 

USA 

1523 

24.7 

USA 

1813 

25.8 

Zambia 

673 

10.9 

Japan 

819 

11.7 

Chile 

675 

10.9 

W. Germany 

682 

9.7 

Canada 

603 

9.8 

UK 

539 

7.7 

Congo (Kinshasa) 

380 

6.1 

France 

325 

4.6 

Peru 

200 

3.2 

Italy 

268 

3.8 

Australia 

143 

2.3 

Canada 

225 

3.2 




Australia 

109 

1.6 


Source : World Bureau of Metal Statistics, 1970. 
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of around $1,000 million, provides an 
almost insurmountable barrier to early 
development. This project is more 
likely to get under way after 1980, at 
which time the planned yearly output 
of 400,000-500,000 tons of copper 
would be more readily absorbed by 
the market than at present. 

m 

MAJOR WORLD MINES 

One of the great stablisiug elements 
in the international copper scene is the 
location of the world’s leading porphyry 
copper province within the borders of 
the United States of America. Six 
states, Arizona, Colorado, Montana, 
Ne\ada. New Mexcico and Utah pro¬ 
duced over 1,246.000 tons of copper 
during 1969, almost 21 per cent of total 
world mine output during the period. 
During 1970 most cf the major VJS min¬ 
ing groups increased output from their 
domestic mines. The Kcnnccott Cor¬ 
poration raised output almost fixc per 
cent to 495,000 tons. Output from the 
Phelps Dodge Corporation rose 10.3 
per cent to 313.600 tons. The Anaconda 
Company produced 282,400 tons of 
copper in 1970, up 42 per cent on the 
previous year's figure. 

While US mines rate collectively as 
the world's leading source of copper, 
some of the largest individual copper 
mines in the world are located outside 
the USA. (See Table IV). 

The new mine being developed on 
Bougainville Island is planned to pro¬ 
duce around 169,000 tons of copper in 
concentrate by 1973. At this level of 
output it could rank amongs the 
world's first half dozen or so copper 
producers. 

IV 

THE IMPORTANCE OF SCRAP 

The Impact of copper scrap on world 
supplies of copper is often insuffi¬ 
ciently appreciated. Scrap finds its 
way on to the market in two forms. 
First, as recovered metal fed back into 
the cycle at the refining stage to aug¬ 
ment supplies of new copper from mine 
sources and, secondly, as recovered 
metal used directly by manufacturers 
and fabricator. The difference bet¬ 
ween the two types of scrap is that the 
former contributes to the statistics of 
total world refined copper production, 
while records of the tonnages of the 
latter used by industry are often in¬ 
complete or unavailable. A recent 
estimate suggested that scrap recovery 
during 1970 in the communist world 
exceeded 3.2 million tons, of which 
ground 1 1 million tons was secondari¬ 
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ly refined and 2.1 million tons directly 
used. This compares with a total re¬ 
fined metal consumption in non¬ 
communist countries during 1970 of 
around 5.6 million tons. 

Industry is using more and more 
scrap. Between 1968 and 1969 non¬ 
communist scrap consumption grew 
by 11 percent. Supply of scrap is price- 
sensitive whereas mine production is. 
at least in the short term, independent 
of price. More and more scrap should 


August 27,1971 

become available to consumers in future 
as the metal price increases. Little 
copper is “consumed” in the sense that 
it is converted into some other non- 
recoverable form. Copper is “used” 
mainly in pure metallic form or in vari¬ 
ous alloys from which it can eventually 
be recovered, or the alloy melted down 
and re-worked. It has been estimated 
that around 75 per cent of copper used 
will ultimately be reclaimed and huge 
reserves of potential segu^ate currently 
building up in all the advanced nations. 


Table IV 

MAJOR WORLD COPPER PRODUCERS 


Mine 

Location 

Operator 

Metal output 
(tons) 

Open-Cut Mines 



< 

Chiquicamatu 

Chile 

Chilean Govt. 

289,717 (1970) 

Bingham Canyon 

USA 

Kennecott 

268,000* (1970) 

Nchanga 

Zombi.'. 

Zambian-Covl. 

(51 per cent)** 

216,405(1969) 

Bougainville 

Bougainville 

Island 

Bougainville 
Copper Pty. Ltd. 

169.000 (1973) 

Toque pa la 

Underground Mines 

Peru 

Southern Peru 
Copper Corp. 

133.000 (1969) 

El Teniente 

Chile 

Chilean Govt. 

194.465 (1970) 

Mufulira 

Zambia 

Zambian Govt. 

(51 pei cent)*** 

173,940(1969) 

Mount Isa 

Australia 

MIM Hold. 
Limited 

101.970(1970/71) 


♦Capacity *♦49 per cent, Anglo American Corporation ***49 per cent 
Loan Selection Trust. 


Table V 

COMPARISON OF MAJOR COPPER PRODUCERS! 



No. 

of 

shares 

(millions) 

Earns. 

per 

share 

$ 

Div. 

per 

share 

$ 

Price 

at 

30/6/71 

$ 

Div. 

yield 

% 

P/E 

Ratio 

Anaconda 

21.89 

2.78 

1.70 

16.91 

•> 

10.0 

6.1 

Kenuecott 

Copper 

33.16 

5 00* 

2.33 

29.45 

7.9 

5.9 

Phelps Dodge 

20.2 

4 80 

1.88 

35.94 

5.2 

7.5 

Inspiration 

2.4 

6.37 

2.91 

33.82 

8.6 

5.3 

M.I.M. 

285 8 

020 

0.15 

3.47 

43 

17.4 


♦Before charges, write offs. f(based on 1970 profit performance in A $) 
Source: Various Published Reports. 
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The duration of usage may vary from 
five to SO years, afid as the metal price 
rises oyer future years, an increasing 
amount of scrap will find its way back 
into the cycle. 

V 

WORLD STOCKS OF COPPER 

The stock of metallic copper through¬ 
out the world at any one time is to a 
degree a measure of market activity. 
A buildup of stocks, either as blister, 
the crude unrefined copper produced by 
mine smelters, or as refined copper, 
indicates a surplus of supply over de¬ 
mand. Some level of copper inventories 
is essential to damp down the fluctua¬ 
tions brought about by supply difficul¬ 
ties of a purely temporary nature such 
as transport stoppages, bottlenecks 
and breakdowns. The level of these 
fluctuates from time to time. However, 
unduly high level over too long a period 
frequently denotes imbalance in the 
supply-demand position, and an im¬ 
pending weakness in the metal price. 

Over the five months to March, 1971, 
total world stock levels of refined cop¬ 
per rose by over 18 per cent to around 
444,000 tons. Over the same period, 
stocks held in 'the warehouses of the 
London Metal Exchange rose by more 
than 30 per cent. LME stocks on July 
3, 1971, stood at 98,769 tons, slightly 
down on the previous week’s figure of 
99,409 tons which was a post-World 
War II record high. LME stock level 
at the end of 1969 was only 18,300 tons. 

One of the greatest impacts on the 
copper market is the level of stocks in 
the US Strategic Stockpile administered 
by the General Services Administra¬ 
tion. In December, 1970, this stockpile 
held only 226,300 tons of copper, some 
461,500 tons short of the announced 
stockpile objective of 687,800 tons. 
This means that if this objective is 
maintained, sometime in the future the 
US government could be expected to 
come to the market to replenish this 
stockpile. The timing and the rate of 
replenishment is not known, but in 
any event any replenishment must 
boost demand for the metal. It has been 
estimated that the US is using around 
200,000 tons of copper a year in the 
Vietnam struggle and the other side 
from 100,000 to 150,000 tons a year. 
A cut-back on military action in Viet¬ 
nam could bring some easing of demand 
for copper. 

VI 

PRICES AND POLITICS 

The copper prices on the London 
Metals Exchange are asclose a measure 
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of free market conditions as we are 
likely to get. It goes without saying 
that the prices quoted by the LME 
fluctuate widely in response to tempoary 
market forces, but over the past seven 
years at least the trend for the most 
commonly quoted metal form — elect¬ 
rolytic wirebars — has been generally 
upward. The bar chart illustrates move¬ 
ments in the LME cash price for 
copper wirebars over the past ten years 
expressed in US cents. 

The LME prices reflect free market 
conditions. The of quoted US and 
Australian producer prices follow move¬ 
ments in the LME prices in a subdued 
way, frequently with a short time lag. 
Since August 5, 1966, Australian pro¬ 
ducers have based the domestic price 
directly on LME cash wiiebar prices. 
US producers, however, have in the 
past taken a more independent line. 
Torn between the desire for larger pro¬ 
fits and the twin bogies of substitution 
and inflation, US producers set a do¬ 
mestic price which is frequently well out 
of line with LME prices. Moves by 
some producers to close thegap between 
the US producer and LME prices, in 
one instance at least, resulted in sharp 
reaction from the US President. The 
disparity between the two prices in this 
system has in the past brought some dist¬ 
ress to US manufacturers and fabrica¬ 
tors lacking strong ties with US pro¬ 
ducers. They have been forced to buy 
on the free market to their competitive 
disadvantage. President Nixon re¬ 
cently. appointed a special subcommi¬ 
ttee to study conditions in the copper 
market, and in time this may suggest 
ways of correcting the anomalous situa¬ 
tion. 

Strained Labour Relations 

The spectacular rise in the LME 
metal price over the early months of 
this year largely reflected the concern 
felt throughout the industry, particu¬ 
larly by consumers, of impending stop¬ 
pages at mines and plants throughout 
the US after June 30 this year. At that 
time labour contracts with unions, 
mainly the United Steelworkers of 
America, and the Teamsters expired. 
Discussions have been under way for 
some time for ncgoi iations of new cont¬ 
racts. Fears for a repetition of the 1967 
and early 1968 nation-wide strikes re¬ 
sulted in buying by speculators and 
hedging by anxious consumers and 
producers alike. The situation was 
aggravated by production difficulties 
in Chile, by optimism engendered by 
the end of the General Motors strike, 
and hopes for an early recovery in the 
US economy. 

However, it is necessary constantly 
to keep in mind how sensitive the pre¬ 
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sent situation is. With stocks at an all 
time high, the recent heavy fall in the 
price of copper was predictable in the 
short term. Early in July strike action 
taken by US copper mine workers 
brought a firming of the copper price. 


International Scene 

On the internal ional scene, the Inter¬ 
governmental Council of Copper Ex¬ 
porting Countries (abbreviated from 
the French as “Cipec”) has been in 
frequent conc lave over past months. 
The Cipcc nations, Chile, Congo 
(Kinshasa), Peru, and Zambia, arc 
among the world’s leading exporters of 
copper, supplying around 60 per cent 
of world copper exports in 1969. The 
Cipec countries are believed to be for¬ 
mulating measures to try to extract the 
maximum income from their copper 
exports. Measures available involve 
support buying on the LME and 
restriction of supplies to world markets 
to boost prices, or imposition of volun¬ 
tary restraints on production to the 
same end. As yet it appears that n« 
accord has been reached, and the lack 
of unanimity apparent in comments 
made by various spokesmen, and alleged 
to have come out of the discussions, 
means that agreement on a workable 
scheme has not been reached. However, 
the time may not yet be right for such 
a scheme. In fact, in view of current 
price levels, it may not at present be 
necessary. A sudden and substantial 
fall in the free price of copper, however, 
could force members of Cipec Council 
into moves to protect the metal price 
and their export incomes. 
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It is unwise to dogmatise about the 
future price of copper, but l hope that 
this report explains the reasons for the 
volatility of the price of copper over 
past years and it looks as though this 
volatility will persist in the future. 
However, in view of the problems he- 
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setting many producers,particularly the 
Cipec nations, a resurgence of demand 
following improvements in the US 
economy, and whittling down of stock¬ 
piles, could beiug a return over the short 
term to more buoyant prices. The in¬ 
creasing costs of the industry coupled 


As a strategy for achieving self-reliance 
through an efficient exploitation of 
internal resources and for securing 
planned industrial growth, import sub¬ 
stitution has been an essential element 
of India’s continuing efforts since Inde¬ 
pendence. With the rapid growth of 
national economy through industrial 
expansion and dispersion, slowly and 
systematically the import quantum for a 
number of items has been reduced over 
years through the development of indi¬ 
genous sources of supply. At present, 
India no longer needs to import capital 
and consumer goods and equipment 
on the same scale as in the past. This 
trend is likely to strengthen as time 
passes. Sufficient capacity for satis¬ 
fying a major portion of the demand 
for industrial machinery, intermediate 
products and consumer goods has been 
built up in the country. However, 
partly on account of the lack of appro¬ 
priate information and partly on 
account of misplaced enthusiasm for 
foreign makes, imports still continue 
for some items which can be supplied 
easily from indigenous sources. 

Over Obsession 

There is no doubt that over-obsession 
with import substitution can jeopardise 
the cause of export promotion through 
increase in cost and perhaps compromise 
on quality. At any given time the struc¬ 
ture and trend of international prices 
is bound to be such as would make 
imports profitable for some items and 
advantageous to produce and export 
others. The zest for import substitu¬ 
tion will be self-defeating if it fails to 
take an overall value of the problem. 

In achieving self-reliance and self- 
sustaining growth through import 
substitution, standardisation has an 
important role to play as it is the com¬ 
mon denominator of all efforts such as 
increased productivity, conservation of 
scarce materials, export promotion, 
development of indigenous know-how 
and expertise, and production and 
distribution of goods and services. It 
enables production to be rationally 
co-ordinated with consumption, new 
engineering techniques to be applied in 
industrial practice, and leads to higher 
rate of production, improvement in 
quality and perfection of trade facilities. 
To gain spontaneous acceptance at the 
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withsteady expansion in demand should 
maintain the rising trend in world cop¬ 
per prices over the longer term. ' 

(This article was compiled by the 
courtesy of an Australian firm of 
stockbrokers, from their confidential 
report to their client.) 


hands of the general consumer as a 
substitute, it has to stand the test of 
quality, availability and durability. The 
common acceptance of standards would 
not only be a major factor in introduc¬ 
ing indigenous products, raw materials 
and know-how but would also play a 
notable role in building a favourable 
reputation for Indian products in the 
interna! and foreign markets. 

Raw Materials Substitution 

Substitution of raw materials is large¬ 
ly a matter of natural endowment, 
though here also introduction of new 
technology can help in replacing some 
of the imported inputs by local substi¬ 
tutes. It becomes essential in the case 
oi* strategic materials which may leave 
us vulnerable in emergency. The major 
scope for economy would, of course, 
be available in the import bill for such 
items, as spare parts and accessories and 
balancing equipment. Maintenance 
imports alone, it is expected, would 
amount to Rs 7,000 crorcs during the 
fourth Plan period. The importance of 
standardisation and interchangeability 
in programmes for arriving at an inte¬ 
lligent choice for substituting materials 
and components imported hitherto 
hardly needs any emphasis. The subs¬ 
titutes, being compromises have to be 
picked up with great care giving due 
attention to a multitude of factors. 

The very process of developing stan* 
dards with consensus and overall agree¬ 
ment of all the interests concerned- 
manufacturers, consumers, traders, 
technologists* engineers, ensures that 
all the related factors concerning the 
production and serviceability of a pro¬ 
duct are fully taken care of. In fact, 
in a number of fields Indian Standards 
have helped and guided the production 
of goods which ultimately led to the 
substitution of products imported pre¬ 
viously. In the building, field, for exam¬ 
ple, standards have been instrumental 
in promoting the use of lime and pozzol- 
anas, such as fly ash, surkhi and blast 
furnace slag, to stretch the supply of 
Portland cement. Attempts to over¬ 
come shortage of building materials 
have also been made through populari¬ 
sation of prefabrication and modular 
co-ordinaton of building components. 
The work of ISI in the realm of struc¬ 
tural and other commercially available 
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timbers has proved beneficial in the 
rational utilisation of timbers and 
in encouraging the use of locally avail¬ 
able species in preference to costlier 
timbers procured from distant sources. 
In the case of non-ferrous metals such 
as copper, tin, zinc, nickel, etc, in which 
India faces serious shortages, special 
efforts have been made to conserve 
these metals through (a) minimising the 
use of virgin metals and promoting the 
use of scrap, (b) reclamation of scrap 
normally looked upon as machine wast¬ 
es, and (c) recovery of metal from 
foundry wastes. The result of these 
efforts can be examined in a number 
of available products/ viz, aluminium 
conductors and cables, doors and win¬ 
dows, utensils, storage bins, dairy equip¬ 
ments, bolts and screws, drawn and 
extruded tubes, etc. 

The diversion of major resources for 
defence preparedness have given a new 
fillip to the ISI programmes for conserv¬ 
ing critical industrial raw materials 
which are in short supply. As a result 
reviews have been carried out of 
specifications dealing with (a) paints 
to economise in zinc and lead-based 
pigments, (b) bicycle components to 
specify enamel in place of electroplating 
to save nickel and chromium, (c) elec¬ 
trical components and cables to subs¬ 
titute aluminium for copper, and (d) 
copper alloys for preserving scarce non- 
ferrous alloying elements such as 
nicklc, tin, zinc and antimony and 
(c) metal containers to conserve tin¬ 
plating by its substitution with black 
plate whenever feasible. 

Standardisation in Steel 

The case of alloy and special steels 
where standardisation and variety re¬ 
duction has paved the way for the deve¬ 
lopment of an organised special steel 
industry in the country provides a 
striking example. At one time the de¬ 
mand was split over 1,500 varieties 
causing serious difficulties for the esta¬ 
blishment of alloy steel industry in the 
country. Through systematic / study 
and co-operation, it has been possible 
to reduce the varieties to 156. Recent¬ 
ly, these varieties have been further 
reduced to about 70 only. After an 
exhaustive survey of the net require¬ 
ments and detailed discussion with 
several industries which led to the 
reduction in steel varieties are published 
in IS: 1570-1961 'Schedules for wrought 
steels for general engineering purposes*. 
Another Indian Standard, IS: 1870- 
1965 ‘Comparison of Indian and over¬ 
seas standards on wrought steels for 
general engineering purposes*, guides 
the users in choosing steels suited to 
their particular requirements. 

Notable economies have also been 
effected in the manufacture of refracto¬ 
ries, tapes for electrical industry, textile 
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mill accessaries and testing instruments, 
asbestos cement products, water supply 
and sanitary fittings, fire fighting equip¬ 
ment, water supply and sanitary fittings, 
fire fighting equipment, etc. Standards 
have also paved the way for the exploit¬ 
ation of indigenous materials, such as 
tamarind kernel powder, Ennore sand 
for testing of cement, blast furnace 
slag, etc. 

Another important field in which 
import substitution is needed is tech¬ 
nical know-how. Import of foreign 
technical know-how has to be made on 
a substantial scale to industrialise the 
country; by making a judicious use 
of the experience available from the 
advanced nations, the path towards 
industrialisation can be cut short. 
It is not so simple as care has to be 
taken against isolation from the main¬ 
stream of world technological progress 
and to a certain extent, it is inescapable 
as there is no point in wasting funds on 
re-inventing the techniques already dis¬ 
covered and proved elsewhere. But it 
is high time when the tendency to re¬ 
sort to turnkey projects and package 
deals should be curbed and only im¬ 
port of design and drawing should be 
made on selected basis. To develop 
indigenous technical know-how, a basic 
structure of research facilities compris¬ 
ing a network of laboratories under the 
Council of Scientific and Industrial 
Research (CSJR) and various other 
laboratories sponsored by the govern¬ 
ment, technical and industrial associa¬ 
tions and individual companies has 
been set up. 

Too Many Standards 

In the case of foreign collaborations 
involving overall blanket deals for put¬ 
ting up projects, there is a natural ten¬ 
dency on the part of overseas associat¬ 
es to attempt to influence the purchase 
of a variety of goods and services in 
terms of capital equipment, engineer¬ 
ing charges and consultancy services. 
All this works to the detriment of the 
local initiative and leads to the import 
of items which could be supplied from 
indigenous sources. Further, the ac¬ 
ceptance of foreign designs and speci¬ 
fications in toto leads to the inevitable 
problem of multiplication of standards 
and specifications for the same typo of 
products or equipment which ultimately 
retards the development of indigenous 
production facilities. Only from this 
point of view, the equipment and spares 
needed in the Indian Oil Company 
(IOC) are either imported or mede to 
COST (Russian), DIN (German), 
STAS (Rumanian), AFNOR (French), 
BS (British), API, ASME, ASA, A STM 
(American) standards and codes, be¬ 
sides the equipment and materials pro¬ 
cured from indigenous sources conform¬ 
ing to Indian standards. This problem 
will not only increase the cost of the 
ultimate product manmactured in the 
country, but it will also lead to excessive 


wastage of man, machine and mate¬ 
rials and becomes a detrimental fac¬ 
tor for the development and exploita¬ 
tion of internal resources. The best 
rcsui«s would only be achieved if a 
happy marriage was effected between 
imported technology and indigenous 
ability in the fields of design, engineer¬ 
ing and fabrication, and there is tre¬ 
mendous scope for suitably adopting 
designs and specifications to ensure 
fuller utilisation of local materials, 
equipment, talent and know-how. For 
those organisations which have already 
entered into collaboration, it is a hard 
task to work the formulation of equiva¬ 
lent standards. 

To promote development of in-plant 
standardisation activity in Indian in¬ 
dustries, I SI has taken up a project 
under which assistance is given to 
industries to evaluate the status of in- 
plant standardisation practices in their 
factories and to establish an organised 
standards activity. 

IS! helps in providing effective train¬ 
ing in standardisation to designers, 
engineers and technologists required 
for manning standards cells through 
specially organised courses. Conse¬ 
quently, the movement for the esta¬ 


blishment of in-plant standardisation 
has gained momentum; more and more 
industrial undertakings now realise 
its importance as an effective manage¬ 
rial tool for increasing the overall Effi¬ 
ciency of their organisations. 

The role of standardisation to achieve 
self-reliance through import substitu¬ 
tion needs no further elaboration as the 
standards of any country have to bo 
oriented to the materials, production 
facilities and habits of use. They 
assume importance as instruments 
for efficient exploitation of the 
internal resources of a country. Last 
year the seminar on import substitution 
organised in New Delhi by the .Fede¬ 
ration of Indian Chambers of Com¬ 
merce and Industry (FICCI) afforded a 
valuable opportunity for a frank talk 
between planners and leaders of indus¬ 
try and technology on the fundamental 
issue of import substitution and the 
economic and technical feasibility of 
such substitution in certain selected 
areas. The important role which stan¬ 
dards could play in this field was noted 
and the setting up of in-plant standard¬ 
isation cells for a systematic effort 
on continual basis to cut down imports, 
was recommended. 
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WINDOW ON THE WORLD 

USAID : Towards a Better Future 


There is a great deal of misunder¬ 
standing about foreign aid and much 
questioning of whether it really works. 
The facts are that most of the less 
developed nations, where more than 
two-thirds of the world’s people live, 
are in the process of growing and deve¬ 
loping in spite of droughts, floods, 
wars, turmoil and ignorance. In part 
this growth is because of aid—ours and 
that"of many other countries. Less 
developed nations, in aggregate during 
the last 20 years have achieved about a 
live per cent increase in gross national 
product per year. The problem is that 
when you start with a per capita gross 
national product of S 100 per year or 
less, a live per cent increase is five dol¬ 
lars per person per year and that docs 
not go very far. 

Aggregate figures hide major pro¬ 
blems. One of the most important of 
these js population growth. The less 
developed nations, because of their high 
rates of population growth, find that an 
increase in GNP of five per cent—with 
a three per cent pcr-ycar population 
growth rate—ends up with only about 
a two per cent increase in per capita 
GNP. For the countries with a per 
capita GNP of a 100 per year or less, 
that figures out to bean increase of two 
dollars per person spread over a full 
year and that does not buy much. 
Obviously, performance has differed 
substantially in different countries. 
Some nations ha\c grown hardly at 
all in income per capita—Indonesia, 
Syria, Haiti, Uruguay. Others such as 
Korea, Taiwan, Greece are moving 
rapidly. 

Rapid Urbanisation 

Distribution of the increases with¬ 
in the countries is far from equal. 
Urban areas grow more rapidly than 
rural areas, where the bulk of the popu¬ 
lation still lives. New seeds and ferti¬ 
lizer go first to large farmers who can 
buy it on the commercial market. Edu¬ 
cation is still geared to an academic 
professional career, out of reach for 
most people. Nonetheless, significant 
growth is taking place in the poor coun¬ 
tries. The most dramatic recent gains 
have been in agriculture. Research ha^ 
prod uced h igh - yield i ng v a ri et ies of 
wheat and rice which, when used with 
the proper amounts and kinds of ferti¬ 
lizer and with water and pesticides, can 
quadruple a farmer's >ield and double 
or triple hjs income. Farmers, parti¬ 
cularly in Asia, arc rapidly adopting 
the new' cereal varieties and agricultural 
practices. Planting have increased from 


36,000 acres in 1965-66 to more than 44 
million acres in 1969-1970. As a result, 
wheat production in Pakistan jumped 
50 per cent in two years. India has 
achieved three successive record crops 
of more than 100 million tons of cereal 
per year. The Philippine has 
become self-sufficient in rice and agri¬ 
cultural production in Latin America 
is turning up. This has been termed 
“the Green Revolution.” 

But similar revolutions can be found 
in other areas: in education, primary 
school enrolments has almost tripled 
since 1950 and secondary and higher 
education enrolments have quadrupl¬ 
ed. In health, malaria has been reduced 
from a world-wide scourge affecting 
some 750 million people to a secondary 
health problem. Smallpox and measles 
in Africa have been largely controlled. 

Provision of Transport 

Transport facilities, though often 
poor by US standards, move volumes 
of cargo that were unheard of just a 
few years ago. Consumer goods arc be¬ 
ing produced domestically in substan¬ 
tial volume in many countries. Exports 
are increasing and include many new 
products as well as traditional raw' 
materials. 

The point to underline is that these 
gains have essentially been achieved by 
the less developed countries themselves. 
They have invested at least seven of 
their own dollars for every dollar that 
has come to them through foreign aid. 
They have set goals for themselves and 
in many cases designed and implement¬ 
ed the programmes needed to achieve 
them. 

AID has contributed significantly to 
this growth, both in terms of technolo¬ 
gical transfers and resources flow. 
This has meant schools and roads, 
teachers and engineers, fertilizer for the 
farmer and electrical power for the 
industrialist. 

If the effectiveness of aid is clear, 
why then has there been a persistent 
decline in the volume of US aid, and 
increasing disinterest in the problems 
of the developing countries? 

At the peak of the Marshall Plan, 
our country was spending almost $ 
four billion a year in foreign economic 
assistance (most of it in grants) to 
help reconstruct Europe. Today, our 
annual appropriation is less than two 
billion dollars—less than half of the 
annual Marshall Plan cost, without re- * 
fcrence to the decreased purchasing 


power of the dollar involved. More 
than two-thjrds of theannualappropria- 
tion for Alt) goes for loans to the less- 
developed countries for projects and 
programme jointly agreed upon to be 
repaid with interest with US dollars. 
In the Marshall Plan days we were 
committed to action; today, many 
question whether development support 
is our responsibility. 

The Vietnam war has aroused deep 
misgivings about our foreign policy 
from which development assistance is 
not exempted. Our very real and urgent 
domestic concerns have moved develop¬ 
ment assistance for the less-developed 
countries to near the bottom in the 
allocation of our national priorities. 
Time and changing circumstances re¬ 
duce the effectiveness of the early 
rationales often used to support foreign 
aid in the Congress and with the 
public. 


This is the text of an address delivered on 
July 21, to the International Rotary Club of 
Washington, DC by Dr John A. Hannah, 
Administrator, United States Agency for 
International Development. 

In order to fight inflation In the JJSA through 
reduced expenditnre, President Nixon slashed 
foreign aid by 10 per cent on August 16. This 
was one of the measures taken by him to 
strengthen the dollar. Full text of his speech 
was published last week in these columns. The 
cut in aid is likely to hurt the economies of the 
developing countries including ours. 


The first of these rationales to falter 
was the expectation by many that 
foreign aid was—as with the Marshall 
Plan—a quick-aclinglonic which could 
produce immediate, salutary effects in 
the less developed countries. The early 
assumption that less developed societies 
could, with a boost from the outside, 
modernise rapidly has proved to be not 
so simple. 

A second rationale for foreign aid 
was the argument that it would help 
forestall a communist takeover of the 
less developed world. During the 1950s 
and early 1960s foreign aid frequently 
became—and was often sold as—a 
weapon in the cold war. As the cold 
war has abated and as the monolithic 
“Sino-Soviet bloc” seems less solid 
to many people, anti-communism is a 
less effective reason for foreign aid. 

Third, foreign aid has often been 
co>n$trued as a charity programme. In 
the popular image, we are providing 
loans or grants as a rich man gives to 
the poor. For this we expect—even 
demand—the gratitude of the beneficia¬ 
ries. The objectives of AID do reflect 
the humanitarian instincts of most 
Americans* but AID never has been 
solely or even primarily a charitable pro¬ 
gramme. It is a realstic investment to 
assist in building a stable world without 
which it is unrealistic to expect to en¬ 
joy social and economic stability at 
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hpme. It is an investment In our own 
future. 

This point is obscured by describing 
aid as charity. Viewing aid as a charity 
makes it vulnerable to those who con¬ 
tend that domestic needs should pre¬ 
clude charity. To them charity is an 
extra which we, perhaps regretfully, 
must sometimes give up when other 
needs have higher priority. 

There is also the myth that we are 
doing more than our share in foreign 
aid. At one time, the United States was 
the only country in the foreign assis¬ 
tance business. But today almost every 
donor country is making a relatively 
greater contribution to development 
assistance than we. Measuring official 
development assistance as a percentage 
of GNP or on the basis of average in¬ 
come, the US ranks 11 from the 
top among the 16 major aid-giving 
countries. Those ranked above us ate, 
in order: France, Portugal, Australia, 
Belgium, Netherlands, Sweden, Den¬ 
mark, West Germany, United Kingdom 
and Canada. Norway and Japan may 
pass us this year. The other three subs¬ 
tantial aid giving countries are Itsly, 
Switzerland and Austria. 

Hole of Foreign Aid 

Finally, there is the widespread im¬ 
pression that foreign aid is a give¬ 
away programme. It is not. It operates 
on a businesslike basis. Excluding the 
security-related assistance to countries 
like Vietnam. Laos, Cambodia, Thai¬ 
land and Jordan, 68 per cent of the 
total AID programme consists of loans. 
Over the total 20-year period of AID 
and its predecessors, less than one-half 
of one percent of these loans have ever 
been in default. You may be sutpri- 
sed to learn that, of more than 8 14 
billion in AID and predecessor agency 
loans to less-developed countries only 
828 million are not current in interest 
payment and that is almost all owed 
by the United Arab Republic and the 
Arab world. 

Foreign aid has been battered by 
misconceptions. Recognising the need 
to revitalise our foreign assistance 
programme. President Nixon sent 
legislation to the Congress in April 
proposing major reforms in foreign 
aid. The legislation seeks a new 
mandate from Congress and the 
American people for development 
assistance to less developed countries. 

It asks that our contributions to 
international development be increased. 
It seeks to focus our attention on the 
importance of a sustained, long-term 
effort in which respottsibilifies are shad¬ 
ed in partnership .^rith the developing 
nations thcmseW*#, vtfth other advanced 
industrial nation*and with internation¬ 
al toganiiations^/ / 

The proposed mbriis w w make 


EASTERN ECONOMIST 

our assistance programmes more effect¬ 
ive, more rational, and better attuned 
to the needs of this decade. 

Rather than go into a detailed dis¬ 
cussion of the proposed new program¬ 
mes and legislation, in summary, the 
President is proposing: 

That we separate long-term economic 
assistance from short-term security 
assistance, thus clarifying the pur¬ 
poses of each. 

* That we work increasingly in partner- 
> ship with other donors and the 
* recipients themselyes in carrying 
out assistance programmes. 

That we improve the effectiveness of 
our bilateral programmes, parti¬ 
cularly the application of US tech¬ 
nical and scientific expertise to 
problems abroad. 

That we complement .. .our aid pro¬ 
gramme with improved trade and 
private investment policies. 

The President’s proposal represents a 
reaffirmation of this country's commit¬ 
ment to the international development 
effort. We have a profound national 
interest in joining other nations to 
help alleviate the problems of poverty 
around the world. Our basic goals—the 
concern for peace and the building of 
an orderly" community of nations—is 
well served by this effort. 

The problems of this world arc not 
contained by boundaries. Diseases ig¬ 
nore national boundaries, so also 
polluted air and polluted water 
which flows across. Trade and the 
exchange of goods and services vitally 
affect the well-being of all nations. 
The sense of injustice, frustration and 
bitterness which will be acquired if the 
peoples in the less developed world are 
unable to see progress toward a better 
life cannot be bottled up. 

The basic objective of AID is to 
offer assistance on a request basis to the 
governments of the developing coun¬ 
tries who want to move in the direction 
of encouraging lives of better quality 
for all of their people. 

Indigenous Resources 

To attain that goal requires the deve¬ 
lopment of the indigenous resources— 
human and material for the improve¬ 
ment of their own people. 

The LDCs (less developed countries) 
cover a wide spectrum of differences. 
The areas of highest priority of interest 
include: 

—An adequate supply of human 
food, or an emphasis on agricul¬ 
tural production, proper food 
handling, emphasis on human 
nutrition, etc. 

^-Availability of basic requirements 
fdr human healthi-clean water, 
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sanitation, availability of basic 
health care, vaccines, clinics, etc. 

—Education to permit and encourage 
social mobility, the development 
of the skills and competence re¬ 
quired to make a society and 
government operate, to give hope 
for better tomorrow. 

—Encouragement of industrial deve¬ 
lopment and, not least, the popula¬ 
tion problem. 

World-Wide Problem 

Let's look at the population pro¬ 
blem. There are now about 3i billion 
people in the world—three times the 
population a hundred years ago. 

In another 100 years, at the pfesent 
growth rate, there could be more than 
30 billion people on this earth almost 
eight times the present number. If, 
by the year 2040, each family has on the 
average no more than two children, the 
world population would stabilise 70 
years later in 2110 at about 15 billion 
(1/2 of 30 billion)—still an awesome 
figure and more than four times the 
present world population. 

If the world could achieve the two- 
child family by the year 2000 (certainly 
not an easy task) the world population 
would stabilise at about eight billion— 
more than double the present popula¬ 
tion and an immense burden to place 
on the earth’s resources, but much 
better than twice or four times that 
number. 

Wc in the US cannot ignore this 
world-wide problem, and concentrate 
on our domestic concerns. It is un¬ 
realistic to think that 30 years from now 
300 million Americans can live com¬ 
fortably in this country while across the 
continents of Asia, Africa and Latin 
America, more than twice the present 
population—some seven billions of 
people—struggle to eke out an exis¬ 
tence. There can be no assured peace 
for Americans unless we join the other 
developed nations of the world in a 
continuing effort to develop a stable 
world order. We cannot answer the 
question as to what life will be like in 
the United States decades from now 
without first asking, what will the rest 
of the world be like? 

People in the poor countries no long¬ 
er believe that God ordained that their 
children must go hungry and sometimes 
die because there is no food for them. 
They are easily convinced that there is 
something wrong when, in this decade 
of the seventies, their people must die, 
because there is no health care, no 
vaccines to prevent epidemic diseases, 
no clean water to drink, no education 
for their children—no schools, no 
books, no teachers. 

All of the people on this earth live in 
the same world. This is the world our 
children and their children must live in 
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too. It is unrealistic to plan for a better 
world for our children and our grand¬ 
children unless we recognise tliat the 
kind of a world they will live in 30 
years, 60 year?, 100 years from now will 
be determined to a substantial degree 


by what happens to the world 
that the other two-thirds live' in. 
There is really up alternative but for 
our country to jom with the peoples 
of the other nations of the world in a 
common effort to do our fair share to 


help those countries who want to help 
themselves improve the quality of the 
lives of their people too. 

That is what AID is all about. That 
is what there is in it for all of us. 


v/o machinoexport 

offers 


Our concrete mixers can be used 
both as individual junits and as 
integral components of large 
concrete-mixing installation and 
plants. 

Depending on specific requirements 
we can deliver concrete mixers 
designed for an hourly output of 
2 cu.m, 5 cu.m, and 15-30 cu.m of 
concrete. 

For large-scale projects we can 
offer a range of concrete mixers 
with production capacities of up to 
240 cu.m per hour. 

Our concrete mixers are designed 
for continuous or intermittent 
operation. 

Both free-fall and positive mixing 
models are available. 
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Mr J.N. Sahni, the veteran journa¬ 
list, recently documented what some 
of us have been suspecting for a long 
time. Recalling Jawaharlal Nehru’s 
immediate reaction to an abortive 
attempt made by a rickshaw-puller 
to assault him (Nehru'* in Nagpur 
years ago, Mr Salmi reports t hat Nehru, 
who was obviously greatly upset, ex¬ 
claimed that the rickshaw-puller had 
not realised that he might have killed 
not just a human being, but a Cause. 
Many of the problems or troubles, 
political or economic which this 
country has experienced, whether 
during Nehru’s Prime Ministership or 
as a consequence of the Nehru legacy, 
is certainly due to the fact that Nehru 
was unable to think of himself as 
essentially a human being. The road 
to national hells is always paved with 
the intentions or actions of fathcr- 
Hgures who have forgotten that, when 
all is said and done, they arc no 
divinities but only human beings. 

If the father considered himself to 
be a Cause, the daughter obviously 
heiself to be the Cause. It is obvious 
that the present Prime Minister of 
India desires to recreate this great 
country and its people after her own 
image. In the process she seems to 
regard any attempt on the part of any 
individual or group to protect his or 
its legitimate interests against arbitrary 
onslaughts by the government of the 
day as a personal insult to her. For 
instance, simply because the Princes 
successfully appealed to the Supreme 
Court against the illegality of a piece 
of legislation directed against them, 
the Prime Minister reportedly is no 
longer prepared to entertain any re¬ 
presentations or proposals from them 
regarding their privy purses. Such 
high-handed conduct in the name or on 
the part of a government is intolerable 
in a democratic context and it will 
certainly not be tolerated in the long 
run, unless of course the grossly poor 
and largely uneducated electorate has, 
in the meanwhile, been wholly brain¬ 
washed into surrendering the essential 
freedoms of the citizens to the witch¬ 
craft of massive mandates. 

«r * 

Predictably, the Prime Minister has 
lost no time in attempting to makegood 
her threat to bemuse the nation and 
shackle public opinion with a “commit¬ 
ted” pre^s, Shehasthe personal arro- 
ganoepolitical the pajrliamen- 

• tary majority tq legislate according 
to her whims and fancies or passions 
and preindices. I wonder whether the 
spate of leading articles or of lengthy 


protests or pleadings in the editorial 
columns of the newspapers is at all go¬ 
ing to persuade her to relent or retrace 
her steps. 1 would not argue that some 
toning down of the excesses in the draft 
sponsored by the Ministry of Company 
Affairs for the proposed legislation as 
a result of criticism in the press or the 
pressure of public opinion is entirely 
unlikely, but 1 do believe that the jug¬ 
gernaut of governmental authority over 
the press is now well and truly on the 
move and, given the authority iar tem¬ 
per of the ruling party and particularly 
its leader, it is unlikely that thi; bli.-.d 
and blundering chariot could be effec¬ 
tively disciplined and thus prevented 
from coursing in the vicious direction 
set for it. 

The introduction of extraneous party 
politics into our hade union move¬ 
ment at its very inception has been 
the banc of industrial relations in. our 
country and at least in this case there 
was the justification that labour mili¬ 
tancy had to be fostered in political 
terms for the sake of the freedom strug¬ 
gle. Oi the present occasion, when 
the running of newspapers is being 
deliberately sought to be politicalised, 
there is no question of national inte¬ 
rest being involved on the contrary 
what is in full and foul play is nothing 
but sordid personal or partisan politi¬ 
cal aggrandisement. 

Meanwhile, admiration perhaps is in 
order for the sheer audacity of the 
schemers against a free and indepen¬ 
dent press. Notwithstanding the fact 
the Prime Minister's own house journal 
—a newspaper published from New 

Delhi and Lucknow-was recently 

accused of suppressing the speech of 
the leader of the opposition in the UP 
Assembly on the occasion of an im¬ 
portant debate, Mrs Indira Gandhi 
and her minions in the central govern¬ 
ment or party are brazen-faced 
enough to pose as high priesthood 
of the gospel of independence of 
the press. 

* * 

What ‘commitment’ may do to the 
press has been indicated already by 
what commitment is doimr to the 
bureaucracy. A fine example of ‘com¬ 
mitment’ on the part of a civil servant 
wa$ provided recently by Dr Ashok 
Mitra, Chief Economic Adiviser in 
he Department of Economic Affairs 
of the Ministry of Finance, in his Note 
of Dissent to the {report of the Commi¬ 
ttee on Differential Interest Rates 
which was set up by the Reserve Bank 
of India. Dr Mitra’s display of ‘com¬ 
mitment’ on this occasions, however. 


had so over-reached itself that not much 
notice was taken of his views in such 
discussions as there had been in the 
press or elsewhere on the Commi¬ 
ttee’s Report itself. 

Dr Mitra. however, is a new comer 
to the practice of the cult of ‘commit¬ 
ment’. Enthusiastic as he is, he still 
has a Jot to learn from veterans in the 
field such us Mr R.C. Dutt who is 
presently Secretary to the government 
in the Ministry of Information and 
Broadcasting. Presiding over the 
annual day of the Indian Institute 
of Mass Communications in New Delhi 
some days ago, Mr Dutt Found fault 
with the press in this country for, as 
he alleged, failing to reflect the aspira¬ 
tions of the people during the last gene¬ 
ral election. In other words. Mr Dutt 
was aggrieved that there should have 
been a numbei of newspapers in this 
country which did not think it part of 
their duty to range themselves behind 
the Prime Minister's party and cam¬ 
paign for its success in the election, 
it must be said to the credit of Mr 
Dutt that, so far as he is concerned, he 
has always known which horse to back. 

in view of the “holier than thou” 
attitude adopted by M,r Dutt towards 
the press, 1 believe that 1 may be par¬ 
doned if I refer here to an incident re¬ 
lating to Mr Dutt, of which f have 
personal knowledge. Years ago when 
a Company Law Department happened 
to be part of the Finance Ministry, 
Mr T.T. Krishnamachari, the Finance 
Minisiei and Mr Dutt, theSecietary of 
that Department, a seminar of Public 
Relations Officers in government un¬ 
dertakings was held in New Delhi 
under the auspices of this department. 
On (lie agenda was an address to be de- 
liveied by the Finance Minister and a 
couple of minutes before Mr T.T. 
Krishnamachari was due to arrive on 
the scene, Mr Dutt went to the micro¬ 
phone and asked the audience to ac¬ 
cord a standing ovation to the minister 
as he entered the hall. This was duly 
done and the great man was obviously 
pleased by what he naturally thought 
to be the spontaneous demonstration 
of admiration and affection for him. 
Sentimental as Mr T.T. Krishnamachari 
essentially is, he was also genuinely 
touched and all the time Mr Dutt was 
sitting there purring like a cat that had 
swallowed cream. A public servant 
who stage-manages a demonstration 
in order to impress his ministeiial boss 
is suiely not entitled to talk of an 
alleged need for the government de¬ 
livering the press from its “bondage”. 

V.B. 
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Trade 


AIDE MEMOiRE TO U.S.A. 

In an aide memoire handed over to 
the US Ambassdor Mr Kenneth 
Keating, the union Minister for Fo¬ 
reign Trade, Mr L.N. Mishra, has 
draw n t he at tent 10 n of t he US Admi nist- 
ration to the adverse effect which Presi¬ 
dent Nixon's imposition of 10 per cent 
surcharge oil import duties would 
have oil our exports to the United 
States. The pertinent point made is 
that although only about 15 per cent 
of the US imports from us, comprising 
such goods as iron and steel products, 
chemicals, leather footwear, sojn? fancy 
categories of jute products (fui nishing 
m aerials) etc, would be affected by 
this surcharge, the diinngc to our ex¬ 
ports would be significant us these are 
the vital growth points in our export 
list. It is feared that if the new US 
tariff's are maintained for som: time, 
it would be very difficult for us to 
attain the fourth Plan expert targets. 
The aide memo ire points out that the 
US difficulties are the outcom? of the 
policies of the advanced countries; the 
developing nations have had no hand 
in creating them. Yet both the guilty 
and the innocent are being treated alike 
by the US. Mr Mishra hopes that the 
IS would soon implement its tariff 
reduction offer under the generalised 
scheme of preferences. 

Knowledgeable circles opine that the 
aid contracts already signed would not 
be affected by President Nixon's deci¬ 
sion to cut economic aid by 10 per cent. 
Future assistance, of course, might be 
curtailed. It is hoped that the 10 per 
cent cut in aid would not affect the 
funds being provided by the US for 
humanitarian purposes. 

EXCHANGE RATES 

Following the unsuccessful bid of the 
west European countries recently to 
arrive at a unanimous decision on 
measures to resolve the current dollar 
crisis, Britain, Belgium and Italy have 
decided to float their currencies. The 
West German and the Dutch curren¬ 
cies were floated some time ago; they 
are to continue to float. The French 
government, on the other hand, has 
decided to adopt a two-tier exchange 
rate for the US dollar under which 
while the French franc will be pegged 
to its old rate for trade transactions, it 
will fluctuate for all other financial 
purposes according to supply and de¬ 
mand. Danmark has decided to main¬ 
tain the existing exchange rate.for the 
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US dollar. In Asia, Japan has not yet 
taken any decision on the revaluation 
or the floating of the yen. The present 
one dollur equal to 360 yen rate conti¬ 
nues. 

As regards our currency, the union 
government announced on August 22, 
that it had decided “to maintain the 
present IMF parity of the Indian rupee, 
according to which one r upee equals 
0.118489 grams of fine gold. In order 
to enable the Reserve Bank to buy 
(and sell) foreign exchange from autho¬ 
rised persons in an orderly manner, re¬ 
vised notifications are being issued. 
The effect of these notifications is that 
transactions between the Indian rupee 
and the US dollar will remain within 
prescribed margins around the present 
parity of one US dollar equal to Rs 
7.50. The rupee-sterling rate will 
vary from time to time depending on 
the dollar-sterlitur rate in the London 
market, which is not to be allowed to 
fall below 2.38 dollars to one pound”. 

STATE LOANS 

Out of the fifteen 5.75 per cent. 1983 
state government loans for a total noti¬ 
fied amount of Rs 158.75 crores, which 
opened for subscription on August 
19, as many as four were dosed by 2 
p.m. on the first day on their being fully 
subscribed and another three till the 
evening. All the state loans were 
fully subscribed. 

FORWARD TRADING IN COTTON 

The Forward Markets Commission 
has permitted trading in transferable 
specific delivery (TSD) contracts for 
Bengal Deshi cotton for the new season 
1971-72. Announcing this the East 
India Cotton Association stated that 
trading will commerce from August 23. 
The iwo contracts to be traded are: 
Machine Ginned (MG) Bengal Fine 
and Machine Ginned (MG) Bengal 
extra superfine, both for November 
and December deliveries. 

IDA LOAN 

The International Development 
Association has decided to provide 
$39 million to finance part of the first 
phase of the Pochajftpad irrigation 
schema at the Godavari to irrigate ini¬ 
tially 250,000 acres inAndhfa Pradesh. 
Eventually 968,000 acres are proposed 
to be irrigated. The IDA credit will 
be for a term of 50 years, including a 
10 yeai grace period. It will be inte¬ 
rest free, but service charge of three 
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fourths of one per cent will be made 
to cover IDA*s administrative costs, 
The first phase of the Pocharapad 
scheme is scheduled to be comple¬ 
ted by June 1976 at an estimated 
cost equivalent to $127 million. 

TAX CONCESSION FOR MIGRANTS 

Persons of Indian origfn migrating 
from Ceylon will not be required to 
produce documentary evidence in 
support of their claim for transfer of 
money from that country under certain 
conditions. Instructions to this effect 
have been issued to Ineome-Tax Offi¬ 
cers by the Central Board of Direct 
Taxes. 

NEW PULSE VARIETIES 

Four high-yielding varieties of pulses 
have been approved for general culti¬ 
vation by the Central Varietal Release 
Cojmjnvtte: of the union Ministry of 
Agriculture. They are: “Pusa Bai- 
sakhi' Mung. and \Shardi\ fc Mukta* 4 
and ‘Ageti\ Arhar. Developed at the 
Indian Agricultural Research Intitute, 
these new varieties are high-yielding 
and short duration crops. 

* 

HEALTH MAP 

The Organisation of Pharmaceutcial 
Producers of India released here last 
week a health map of India, which in 
15 panels tells the story of the progress 


THE ECONOMIST INTELLI¬ 
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made by us since independence in the 
field of health. The map highlights, 
among other things, that our lire ex¬ 
pectancy has gone up from 32.1 years 
during the decade 1941-50 to 52.6 
years during the period 1966-70; the 
death rate during the same period has 
deolined from 27.4 per 1,000 to 14 per 
1,000; the deaths caused by some 
major diseases such as cholera, small 
pox, plague, dysentry and diarrhoea 
have gone down a great deal; the pro¬ 
duction of pharmaceuticals has increas¬ 
ed from a bare Rs 10 crores in 1948 
to as much as Rs 250 crores in 1970; 
the value of basic manufactures has 
gone up from Rs 17 crores in 1964 to 
more than Rs 35 crores in 1970; very 
considerable improvements have 
been eiTected in the infrastructure faci¬ 
lities for health care; the range of 
pharmaceutical products manufactured 
indigenously has expanded consider¬ 
ably and exports are increasing signi¬ 
ficantly. The map also reveals that 
about 15 pharmaceutical companies 
in the private sector are spending nearly 
four crores of rupees annually <>n re- 
seaich in drug development in addition 
to a few CSIR aid state government 
laboratories. 

Releasing the map, the union Mi¬ 
nister for Petroleum and Chemicals, 
Mr P. C. Sc-'hi called upon the phar¬ 
maceutical industry to devote greater 
attention to research and develop¬ 
ment within the country so that colla¬ 
boration arrangements with foreigners 
could come to an end soon. He com¬ 
plimented the industry on the co-ope¬ 
ration it had extended in bringing 
down the prices of life-saving drugs 
and urged that in keeping with its 
obligations to the welfare of the people, 
it should make efforts to obviate the 
shortages of medicines whenever they 
emerged. The OPPI Chairman, Brig. 
B. S. Bhagat, earlier spoke of the 
effort that had gone into the making 
of the map and promised to produce in 
the near future a Hindi version of it. 

COLLECTION OF TAX ARREARS 

Steps to speed up the collection of 
tax arrears and disposal of assesments, 
to combat tax evasion effectively and 
to educate the tax-payers were discus¬ 
sed at the four-day Conference of 
Income-Tax Commissioners which 
concluded recently. For speedier 
collection of tax arrears, it has been 
decided to divide the country into con¬ 
venient zones under an Additional 
Commissioner of Income-Tax in each 
zone. He will be in sole charge of 
collection and recovery of tax arrears 
in the area. A drive for quantifying 
the effective arrear after giving credit 
for payments already made by the tax¬ 
payer and also giving effect to appeal 
decisions will be instituted* A major 
innovation to be introduced shortly 


in the Tax Administration is the estab¬ 
lishment of a system of permanent ac¬ 
count numbers for tax-payers on all- 
India basis. 

FOODGRA1NS OUTPUT 

For the first time in the history of 
Indian agriculture, this year the pro¬ 
duction of rice, wheat, bajra, maize and 
ragi has reached a new high, estab¬ 
lishing all-time records, with the result 
that for the second year in succession 
new levels of foodgrains production 
have been achieved. In the case of 
wheat, it is a record crop for the fourth 
year in succession, with total oroduc- 
tion of 23.2 million tonnes as against 
the fourth Plan target of 24 million 
tonnes fixed for 1973-74. In the pro¬ 
duction of rice, the increase during 
1970-71 over that of 1969-70 is 5.7 
per cent despite decrease by 0 7 
per cent. In the the case of bajra, while 
the target for 1973-74 fixed for the 
fourth Plan is seven million tonnes, 
production this year has reached the 
level of eight million tonnes, exceed¬ 
ing the target by one million tonnes. 
According to the Directorate of Eco¬ 
nomics and Statistics, union Ministry of 
Agriculture, All-India Final Estimates 
of Foodgrains (cereals and pulses), 
1970-71 have put the area and produc¬ 
tion at 123.9 million hectares and 
107.81 million tonnes as against 
1969-70’s final estimates of 123.57 
million hectares and 99.50 million 
tonnes respectively. 

Foodgrains production for 1970-71 
shows an increase of 8.31 million ton¬ 
nes or 8.4 per cent over 1969-70. The 
entire increase in foodgrains produc¬ 
tion is accounted for by cereals. Produc¬ 
tion of pulses during 1970-71 shows 
a marginal fall as compared to previ¬ 
ous year. Bulk of the increase in food- 
grains production is accounted for by 
Rajasthan, Uttar Pradesh, Gujarat, 
Madhya Pradesh, Tamil Nadu, Bihar 
and Haryana. This increase has, how¬ 
ever, been offset to some extent by de¬ 
creases recorded mainly by Maha¬ 
rashtra, Andhra Pradesh and Jammu 
& Kashmir. 

fertiliser promotion 

The Fertiliser Corporation of India 
has launched a massive programme of 
educating the Indian farmers in the use 
of chemical fertilisers on scientific 
lines. 

The promotion and extension work 
by the Corporation is already being 
done in the states of Maharashtra, 
Andhra Pradesh and Mysore. The 
Corporation Organised its fifth meeting 
of the panel of agronomists and soil 
chemists — first of its kind in Orissa 
— at Bhubaneswar on August 
16. The meeting opened under the 
Chairmanship of Mr B. Sivaraman, 


Vice-Chairman, National Commission 
of Agriculture. Mr Chintamoni Pani- 
grahi, MP, was the Chief guest. 
About 40 delegates, including Mr 
S.Y. Padmanavan, Director, Central 
Rice Research Institute, Cuttack, and 
agronomists from different parts of the 
country, attended the conference. The 
meeting of agronomists was followed 
by the first fertiliser festival held on 
August 17 at Khurda, 18 miles from 
Bhubaneshwar. The programme was 
launched in collaboration with the 
State Directors of Agriculture. Agri¬ 
cultural Research organisation and uni¬ 
versities were also involved in evolv¬ 
ing and evaluating the promotional 
programme. 

FOOD MINISTERS’ CONFERENCE 

Addressing the state Food Ministers' 
Conference convened to review the 
progress and problems of procure¬ 
ment, Mr Fakhruddin Ali Ahmed, 
union Minister of Agriculture, 
stated recently that while solving the 
problems of increased production was 
a pleasant task as against dealing with 
situations of shortage and scarcity, the 
intensive procurement programme 
had to be continued and the problems 
it had generated solved quickly. 

NEW ZEALAND TRADE FAIR 

This countiy, along with sixteen other 
countries, is participating in the New 
Zealand International Trade Fair being 
held in Wellington from August 18 
to September 4. India participated 
in the New Zealand Trade Fairs 
previously held in 1964, 1967 and 1969. 
At this Fair this country is showing sea¬ 
food goods, mango juice, cosmetics, 
hidis, sports goods, stainless steel, 
readymade garments, tools teleprin¬ 
ters, radio amplifiers, automobile parts, 
electric motors and household 
electrical appliances, besides tea, 
textiles and handicrafts. In ma¬ 
chinery highly advanced lathe ma¬ 
chines as well as small type machines 
will be shown. Fresh Indian 
tea will be served to the visitors and a 
fashion show of Indian garments will 
be held daily. 

SUGAR OUTPUT 

According to the Indian Sugar Mills 
Association, the total sugar, produc¬ 
tion in the month of June, 1971, the 
ninth month of the season 1970-71 
was about 37,000 tonnes as against 
about 1,44,000 tonnes during the cor¬ 
responding period last season. This 
brings the total production during the 
first nine months of the Season 1970- 
71 to 3.72 million tonnes as against 
4.16 million tonnes during the corres¬ 
ponding period last season. The off¬ 
take of sugar from factories during the 
month of June, 1971 was about 
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3,24,000 tonnes for internal consump¬ 
tion as against about 3,04,000 
tonnes for internal consumption 
during the corresponding period last 
season. The total despatches in the 
first nine month * of season in 1970-71 
was 2.87 million tonnes for internal 
consumption and 3,09,000 tonnes for 
export as against 2.42 million tonnes 
for internal consumption and 1,07,000 
tonnes for export during the corres¬ 
ponding period last season. The total 
closing stock of sugar with lactones on 
the June 30, 1971 was about 2.63 mil¬ 
lion tonnes as against about 2.93 mil¬ 
lion tonnes on the same date last sea¬ 
son. 

1NDO-GERMAN AGREEMENT 

An accelerated pace of work in the 
Indo-German Agricultural Develop¬ 
ment Project, Nilgiri, Tamil Nadu, is 
envisaged in the agreement signed re¬ 
cently between the government of the 
Federal Republic of Germany and the 
go\eminent of India. The most im¬ 
portant feature of this supplementary 
agreement to the original Indo-German 
Agreement of 1966 relates to the sett¬ 
ing up of a revolving fund for small 
loans to farmers in the project area. 
The Federal Republic of Germany will 
make available up to 550,000 German 
marks for this fund. The Agreement, 
which covers the operation of the pro¬ 
gramme up to June 30, 1972, highlights 
liit promotion of vegetable and potato 
cultivation and the building up of a 
potato seed multiplication chain. 

INT. FERTILISER MEET 

India and the USSR will play host to 
the Second Inter-Regional Feitiliser 
Symposium to be held under the aus¬ 
pices of the United Natn-ns Industrial 
Development Organisation (UNIDO) 
during September - October, 197J, 
The symposium will be held in Kiev 
(USSR) from September 21 to October 
l and then the participants wall move 
to New Delhi for further deliberations 
from October 2 to October 12. The 
symposium will identify the problems 
being faced by the feitiliser industry 
in developing countries and suggest 
solutions. Besides representatives from 
India, about 150 delegates from de¬ 
veloping as well as developed countries 
and various United Nations specialised 
agencies are expected to participate 
in the Symposium. 

KNOW-HOW FOR FERTILISERS 

For the production of fertiliser in 
this country, two large and modern 
plants for coal dust gasification are at 
present being built by the Fertiliser 
Corporation of India on a licence an.d 
with the basic engineering of M/s 
Heinrich Koppers of Essen, W. Ger¬ 
many. These plants produce raw syn¬ 
thesis gas according to the Koppers- 
Totzek process by partial oxidation of 


coal dust with oxygen and steam. 
Meanwhile, Koppers have received 
an additional order for the supply of 
special equipment to the amount of 
more than Rs four crores (20 million 
DM) for these two large plants 
in Ramagundam (Andhra Pradesh) 
and Talcher (Orissa). The Koppers 
process for coal dust gasification is of 
particular advantage both technically 
and economically. 

NEW BUSINESS BY L.I.C. 

The total new business of the Life 
Insurance Corporation of India in Jul> 
1971 amounted to Rs 112.07 crores, 
involving 1,29,164 policies. Thi* in¬ 
cluded foreign business worth Rs 57 
lakhs. During the month the western 
zone of the Corporation recorded the. 
highest amount of new business totall¬ 
ing Rs 29.97 crores followed by the 
southern zone with Rs 29 17 crores. 
The eastern, the northern and the 
central zones accounted for Rs 13.90 
crores, Rs 14.07 crores and Rs 24.39 
crores worth of business respectively. 
The total new business completed by 
the C'orpoiation including the foreign 
business, during the four months April 
1 to July 31, 1971 was to the order of 
Rs 267.98 crores involving 3,31,518 
policies, as against total completed 
business of Rs 193.31 crores involving 
259 078 policies during the corres¬ 
ponding period of 1970. 

COUNCIL FOR INDIAN MEDICINE 

A Central Council of Indian Medi¬ 
cines came into existence on August 
15. It will function oc the same lines 
as the Medical Council of India. The 
Council will evolve uniform standard 
of education and registration for the 
practitioners of Indian medicine. 
Separate committees will be set up for 
‘Ayurveda’, 4 Siddha\ and ‘Unani’. The 
Council will register practitioners of 
Indian system of medicines who have 
qualifications which are entered in the 
Schedules of the Act. 

DEVELOPMENT OF J & K 

Addressing the Kashmir Chamber of 
Commerce and Industry, union Minis¬ 
ter for Tourism & Civil Aviation, Dr 
Karan Singh stated that the govern¬ 
ment of India was paying special atten¬ 
tion to the developmental needs of 
Jammu and Kashmir state, which was 
economically backward and geogra¬ 
phically remote. He mentioned that 
central projects involving an expendi¬ 
ture of about Rs 200 crores had been 
sanctioned for the state in the fourth 
Plan, along with the state’s own de¬ 
velopmental schemes. He was sure 
that the next few years would sec a 
marked improvement in the living 
standards of the people of Jammu and 
Kashmir. Referring (o the special im¬ 


portance of toutism in the economic 
development of Kashmir, Dr Karan 
Singh detailed the projects in tourism 
undertaker in the state by his Ministry 
during the fourth Plan. They are 
the Giilmarg Winter Sports project 
with an estimated expenditure of about 
Rs four crores; a sound-and-light spec¬ 
tacle at Shalimar at a cost of Rs 25 
lakhs; a motel at Jammu at a cost of 
25 lakhs and a youth hostel at Patni 
Top costing Rs three lakhs. He hoped 
that these four projects would be com¬ 
pleted during the current Plan period. 

ROAD DEVELOPMENT 

A two-day meeting of the Trans¬ 
port Development Council, a high- 
powered policy-making body, was held 
in Srinagar recently. Mr Raj Bahadur, 
union Minister for Parliamentary 
Affairs, Shipping and Transport, was 
in the chair. The Council considered 
a number of important matters relating 
to road transport, which included mea¬ 
sures for stepping up the pace of work t 
to achieve the fourth Plan target for 
road development, improvement and 
further construction of rural roads, 
co-ordination between railways and 
road transport systems, abolition of 
octroi and consolidation ofdieck posts 
in various states so as to permit free 
flow of traffic not only on the national 
highways but on the other roads too. 

LABOUR SITUATION IN W. BENGAL 

Mr R.K. Khadilkar, union Minister 
for Labour and Rehabilitation con¬ 
vened a meeting of iaboui leaders of 
West Bengal on August 22, 1971 at 
Delhi to discuss the labour situation of 
that state. Mr Siddhartha Shankar 
Ray, union Minister for West Bengal 
Affairs also participated in the dis¬ 
cus .ions, 

NAMES IN THE NEWS 

Mrs Sumati Morarjee, Executive Di¬ 
rector of The Scindia Steam Naviga¬ 
tion Co, Ltd. has been nominated as 
the Chairman of the Executive Council 
of National Institute of Oceanogra¬ 
phy, Goa, by the government of India. 
National Institute of Oceanography 
located in Panaji, Goa, has b^n 
set up by the Council of Scientific and 
Industrial Research. It carries out re¬ 
search on various aspects of physical, 
geological and chemical oceanography 
including prospecting for petroleum 
and minerals in sea bed and processing 
of oceanographic data. 

Dr J.D. Venn*' a senior officer of the 
Indian Economic Service, posted in the 
Small-scale industries Development 
Organisation, has been nominated as 
Member-Secretary of the All India 
Small-scale Industries Board. 
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Company Affairs 


UNITED COMMERCIAL BANK 

The deposits of United Commercial 
Bank on December 31, 1970 stood 
around Rs 295.81 crores showing an 
increase of Rs 38.28 crores in a year. 
The current deposits increased by Rs 
nine crores while time deposits by 
17,36 crores. The savings deposits went 
up by 10.61 crores. The bank's ad¬ 
vances and bills outstanding towards 
the end of the year were Rs 217.25 
crores registering an increase of Rs 
54.33 crores over the year. Advances 
to priority and preferred sectors such 
as agriculture, small-scale industry, 
small tradeis and artisans, transport 
operators and exports received special 
attention and the total of advances to 
such sectors stood at Rs 53.67 crores 
at the end of the year, as against Rs 
26.38 crores a year before. The Bank 
maintained a steadily increasing flow 
of assistance to small-scale industries. 
The number of such accounts increased 
from 3,010 at.,the end of 1969 to 5,095 
at the end of 1970. The total limits 
sanctioned to small-scale industries 
and the outstanding advances in such 
accounts showed an upward trend and 
stood at Rs 32.51 crores and Rs 17.91 
crores respectively at the end of 1970 
as compared with Rs 21.90 crores and 
Rs 10.25 crores respectively at the end 
or 1969. 

During the year under review the 
bank recorded a profit of Rs 142.03 
lakhs after making provisions for taxes 
as against Rs 89.22 lakhs in 1969. 
Seventy new branches were opened 
during 1970 as against 52 in 1969 and 
as many as 56 of these were in un¬ 
banked centres. The total number of 
branches in the country at the end of 
1970 were 436 out of which 106 were 
in rural centres and 142 in semi-urban 
centres. The bank proposed to open 
another 100 branches in 1971 out of 
which 66 in ‘Lead Districts' and 34 in 
other districts. The bank, has been 
allotted 23 districts under the ‘Lead 
Bank Scheme’ out of which 13 are in 
the four states of the eastern arear 
and 10 are in three States of northern 
area. 

BHARAT STEEL 

Bharat Steel Tubes Limited has done 
well during the financial year ended 
March 31, 1971. The gross profit has 
gone up from Rs 168.88 lakhs in the 
previous year to Rs 191.09 lakhs. Af¬ 
ter providing Rs 28.50 lakhs for dep¬ 
reciation, Rs 29,000 for development 


rebate reserve and Rs 98 lakhs for taxa¬ 
tion, there remains a net profit of Rs 
64.30 lakhs. Having availed of tax 
concessions available to new industrial 
undertakings ending with the preceding 
year, the amount of tax this year has 
gone up appreciably from Rs 21 lakhs 
in the previous vear to Rs 98 lakhs. 
The directors have recommended 
payment of the final dividend on equity 
shares for the year at six per cent. 
This with the interim dividend of six 
per cent declared earlier, amounts to 
12 per cent as against 10 p?r cent 
declared last year. This increase is 
significant in view of the coming 
up of the strip mill project involving 
an outlay of Rs 17 crores and 
other expansion schemes. The total 
final dividends including dividends on 
cumulative preference shares will 
amount to Rs 12.28 lakhs to be paid 
out of the general reserve. The total 
reserves and surplus as on March 31. 
1971 aggregated to Rs 2.42 crores. Mr 
Raunaq Singh, Managing Director of 
the Company mentioned recently that 
the company had experienced through¬ 
out the year considerable difficulty in 
getting supplies of hoi rolled steel strip/ 
skelp, the basic raw material for pipe 
and tube manufacture. The plant had 
to be closed intermittently for want of 
steel. In fact, because of this the com¬ 
pany was not able to utilise even 40 
per cent of the installed capacity. He 
mentioned that export efforts of the 
company were also inhibited by steel 
shortage. The company earned Rs 
1.08 crores in foreign exchange during 
the year under review. It was to over¬ 
come the chronic steel shortage that 
the company decided to set up a strip 
mill. Impelcmentation of this project 
is progressing satisfactorily and the 
company hopes that it will be commis¬ 
sioned: by December 1973, ahead of the 
final date fixed for withdrawal of deve¬ 
lopment rebate. It is expected the 
company will come for a fresh issue of 
share capital within the next few 
months. The Company has set up a 
pipework engineering division for un¬ 
dertaking designing, supply, fabrication 
and erection of pipework in power 
plants, fertiliser plants, refineries, petro¬ 
chemical industries, chemical industries 
and all other industries where pipe¬ 
work is required. 

GEDORE TOOLS 

From premier importers of handtools 
to the county's leading manufacturers 
and exporters - Gedore Tools (India) 


Private Limited has executed this 
transition in one decade. Jhalani 
Brothers Private Limited, in collabora¬ 
tion with Gedore Werkzeugfabrik of 
Remscheied, West Germany, one of the 
leading manufacturers of handtools, 
launched Gedore Tools (India) Pvt. Ltd 
at Faridabad. The construction of the 
factory began in I960 and production 
began as early as May 1961. Today, 
the company has two plants at Farida¬ 
bad in Haryana. Production has in¬ 
creased ten-fold from Rs 42 lakhs in 
1962-63 to Rs 4.33 crores in 1970-71. 
Over the years, the product range has 
alos been diversified. When Gedore 
Tools started in 1961, their product 
range comprised double-ended span¬ 
ners, ring spanners, wrenches a^d ad¬ 
justable wrenches. Their present range 
of products includes such diverse items 
as open jaw spanners, bihexagon ring 
spanners, tabular box spanners, cross 
rim wrenches, cold chisels and screw 
drivers, etc. Gedore Tools arc guaran¬ 
teed and arc subjected to rigid quality 
control at all levels of production. 
Gedore Tools' performance in exports 
has been quite remarkable. Their ex¬ 
ports increased from a bare Rs 42,700 
in 1963 to a substantial figure of Rs 
1 6 crores in the year ended March 
1971. In fact, their exports in 1970-71 
have accounted for 60 per cert of their 
total production. Gedore's increasing 
success in earning valuable foreign ex¬ 
change for the country have made 
them one of the top ten exporters of 
engineering goods from this country. 
Gedore's export target for the 
current year has been set at Rs two 
crores. Gedore’s customers abroad 
include llu* USA, the USSR, the UK, 
West Germany, Canada. Australia and 
Japan, as well as less advanced count¬ 
ries in the Middle and Far East. Very 
recently they ha\e been able to secure 
an order of more than Rs 67 lakhs from 
Yugoslavia. 

LARSEN AND TOUBRO 

Mr H. Hoick Larsen, Chairman, 
Larsen and Toubro Ltd, in his state¬ 
ment to the shareholders circulated 
along with the report and accounts for 
theyearendod March, 1971, has stated 
that projections of the company for 
the next three years revealed a sizable 
increase in turnover from year to year 
matched by a commensurate increase 
in profitability. The company is at pre¬ 
sent working on several manufacturing 
schemes in financial and technical coll¬ 
aboration with well-known compa¬ 
nies. The products of these ventures 
will be marketed by the company. The 
company has en f crcd into the electro¬ 
nics field for the manufacture of elect¬ 
ronic components. A joint venture is 
likely to be formed with International 
Telephone and Telegraph Corporation 
of New York city for the manufacture 
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of connectors with the distinct possi¬ 
bility of advancing into other fields of 
electronics. Another promising scheme 
is the manufacture of tyre curing 
presses in collaboration with McNeil 
corporation of Akron, Ohio. The 
factory is expected to be located at 
Madras. The company has received 
letters of intent for the manufacture 
of agricultural tractors and self-propel¬ 
led harvester combines. Discussions 
are in progress with the management 
of Deere and Co, Moline. Illinois, 
regarding the implementation of the 
scheme. The company’s sales during the 
year readied Rs 39.2 croics showing an 
increase of Rs 3.5 crores over the pre¬ 
vious year. Its exports reached Rs 60 
lakhs against Rs 50 lakhs last year. 
The company has been recognised as an 
export house by the union govern¬ 
ment. The output from the company’s 
workshop at Powai is Rs 17.7 crores 
a rise of 50 per cent over the year. The 
working of the company's subsidiaries 
and associate companies has also been 
considered good. 

INDIA CEMENTS 

India Cements Ltd has recorded a 
profit of Rs 53.25 lakh lor l lie year 
ended March 31, 1971, against Rs88.02 
lakhs in the previous year. The equity 
dividend has been maintained for the 
year at nine per cent. A sum of Rs 
30 lakhs has been transferred to the 
development rebate reserve and Rs 
20.63 lakhs to the general reserve. 
The expansion reserve, capital reserve 
and dividend reserve which received 
Rs 1.38 lakhs, Rs 6,200 and Rs four 
lakhs respectively in the previous year 
do not get any amount this lime. 

SWADESHI COTTON 

Swadeshi Cotton Mills Co. Ltd, re¬ 
ported a rise in income from Rs 19.46 
crores to Rs 22.16 crores. The com¬ 
pany's gross profit, however, came 
down from Rs 71.24 lakhs to Rs 48.59 
lakhs. After providing Rs 56.25 lakhs 
for depreciation Rs 19.25 lakhs for 
development rebate reserve and Rs 
3.95 lakhs for adjustments of income 
tax, there is a net loss of Rs 30.86 
Jakhs against a net loss of Rs 16.25 
lakhs in 1969. After some adjustments, 
a deficit of Rs 35.52 lakhs has been 
transferred to general reserve against 
a surplus of Rs 17.91 lakhs in the previ¬ 
ous year. The preference dividends 
absorbing Rs three lakhs are to be 
paid from the general reserve. Divi¬ 
dend has been passed over on equity 
and preferred ordinary shares. The 
directors point out that in line with 
textile industry in general, the mills’ 
working was adversely affected. The 
company has been pursuing its policy 
of modernisation, renovation and ex¬ 


pansion and a sum of Rs 1.15 crores 
was spent during 1970. Steps arc in 
progress in connection with tnc setting 
up of a textile mill at Rae Bareli, for 
which the industrial licence has been 
received. 

AMERICAN EXPRESS 

American Express stated recently 
that its traveller’s cheques, cards, and 
other financial paper were being ho¬ 
noured without limit at its network 
of offices throughout the world. "To¬ 
day” said Mr Howard L. Clark, Chair¬ 
man, “We used the exchange rate for 
the dollars which prevailed on Friday 
August 13, before President Nixon’s 
announcement. Henceforth our offices 
will cash our travellers cheques and 
other financial instruments without 
limitation at the prevailing bank rate 
in the country involved. One of the 
advantages of our network of more 
than 1,000 travel offices throughout the 
world is that they arc in a position to 
help travellers during such times of 
monetary confusion”. Mr Clark poin¬ 
ted out, “For instance today in France 
and Belgium where banks were closed 
American Express travel offices were 
open and taking care of the financial 
and other needs of American Express 
clients”. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to eleven 
companies to raise capital of over Rs 
2 42 crores. Eight of them are to issue 
bonus shares totalling over Rs 95 lakhs 
and the amount of bonus shares ranges 
between Rs 5 lakhs and Rs 25 lakhs. 
The consents are valid for twelve 
months. The following are the details: 

Anil Starch Products Ltd, Ahmeda- 
bad, has been accorded consent to 
capitalise Rs 25 lakhs out of its general 
reserves and issue flilly paid equity 
shares of Rs 100 each as bon.u> shares 
in the ratio of one bonus share for every 
three equity .shales held. 

Duphar-Ioterfrau Ltd, Bombay, has 

been accorded consent to capitalise 
Rs 24 lakhs out of its general reserves 
and issue fully paid equity shares of 
Rs 100 each as bonus shares in the ra¬ 
tio of two bonus shares for every three 
equity shares held. 

The Metal Powder Company Ltd, 
Sivakasi, has been accorded consent 
to capitalise Rs 12 lakhs out of its 
general reserves and issue fully paid 
equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus share 
for every equity share held. 

Gharda Chemicals Private Ltd, has 


been accorded consent to capitalise Rs 
11,31,300 out of its share premium 
account and P and L account and 
issue fully paid equity shares of Rs 
100 each as bonus shares in the ratio 
of 12 per five equity shares held. 

Schrader-Scovill Duncan Ltd, Cal¬ 
cutta, has been accorded consent to 
capitaliso Rs 7,70,000 out of its general 
reserves and issue fully paid equity 
shares of Rs 10 each as bonus shares 
in the ratio of one bonus share for 
every five equity shares held. 

Allied Publishers Private Ltd, Bom¬ 
bay, has been accorded consent to 
capitalise Rs 5,36,400 out of its general 
reserves and issue fully paid equity 
shares of Rs 100 each as bonus shares 
in the ratio of one bonus share for 
every two equity shares held. 

Savita Chemicals Private Ltd, Bom¬ 
bay, has been accorded consent (valid 
for three months) *o capitalise Rslive* 
lakhs out of its P and L account and 
issue fully paid equity shares of Rs 100 
each as bonus shares in the ratio of five 
bonus shares for every four equity 
shares held. 

Shri Dinesh Milis Ltd, Baroda, has 

been accorded consent to capitalise Rs 
five lakhs out of its genera l reserves and 
issue fully paid equity shares of Rs 100 
each as bonus shares in the ratio of 
one bonus share for every five equity 
shares held. 

Jotindra Steel And Tubes Ltd, 
Delhi, has communicated to govern¬ 
ment of its proposal to issue capital 
under Clause 5 of the Capital Issues 
(Exemption) Order, 1969 of Rs 40 
lakhs divided into Rs 30 lakhs equity 
shares of Rs 10 each and Rs 10 lakhs 
preference shares of Rs 10 each for 
setting up a mill for manufacture of 
steel tubes and GI pipes. 

Mysore Breweries Ltd, Bangalore, 
has communicated to government of 
its proposal to issue capital under 
Clause 5 of the Capital Issues (Exemp¬ 
tion) Order, 1969, of Rs 45 lakhs con¬ 
sisting of Rs 35 lakhs in equity shares 
of Rs 10 each and Rs 10 lakhs in pre¬ 
ference shares of Rs 100 each for sett¬ 
ing up a plant lbr*the manufacture of 
beer. 

Gannon Dunkerley and Co. Ltd, 
Bombay, has been given consent for 
further issue of Rs 62.40 lakhs consist¬ 
ing Rs 42.40 lakhs in equity shares and 
Rs20 lakhs in 9* 5 per cent preference 
shares of Rs 100 each. All the shares 
will be offered to the public for cash at 
par. 
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MUKAND IRON AND STEEE WORKS 

LIMITED. 

Statement of the Chairman, Shri KAMALNAYAN BAJAJ 

The following statement by Mr. Kamaloayao Bajaj, Chairman, Mukand Iron and Steel 
Works Limited, was circulated along with the Annual Report of the Company for the year 1970-71. 


Political Scene 

The year 1970-71 has been an eventful 
year in the country’s history after the at¬ 
tainment of Independence. It witnessed 
the end of the era of governmental un¬ 
certainty at the Centre ushered in by 
the Fourth General Election and ac¬ 
centuated by the split in the Congress 
party in 19$). The mid-term Parlia¬ 
mentary elections, held a year ahead of 
schedule, returned, the Ruling Cong¬ 
ress party with a two-third majority 
to the Lok Sabha. The massive victory 
of the Congress (R) is essentially a 
verdict in favour of its slogan “Garibi 
Hatao”. It has consequently under¬ 
lined the tremendous urgency of the 
need to take prompt and effective mea¬ 
sures to satisfy the newly aroused hope 
of the masses. 

It is now essential that our energies 
and efforts must be directed towards 
(i) the restoration of law, and order 
which alone would create an atmos¬ 
phere congenial to rapid economic 
growth and political stability, (ii) the 
creation of adequate employment 
opportunities, especially for educated 
and talented youth, to avoid distress 
and frustration and the resultant attrac¬ 
tion of extremist and irresponsible 
methods, and <iii) the eradication of 
corruption prevailing in different fields 
of public life. To the extent we are 
able to achieve these objectives, we will 
be able to achieve all-round economic 
development and growth, both in pro¬ 
duction and productivity, leading to 
material progress and spiritual content¬ 
ment of the people. 

Banglfc Desh 

The inhuman campaign of organised 
genocide, arson, rape, loot and dest¬ 
ruction launched by the West Pakistani 
military regime since March last has 


brought incalculable suffering and mi¬ 
sery to the people of Bangla Desh and 
thrown the whole Indian sub-cor.ti- 
nent into a violent turmoil. 

The continuing massive influx of re¬ 
fugees from Bangla Desh has made it 
imperative for us to observe strict aus¬ 
terity and economic discipline and to 
ensure that whatever developmental 
programmes are undertaken by the 
Government are speedily implemen¬ 
ted. 

Economy 

The resounding victory at the polls 
has given the Ruling Party a stable 
majority in the Lok Sabha. But it has 
abo correspondingly increased its res¬ 
ponsibility to provide effective gov¬ 
ernment and accelerate the tempo of 
development. The Planning Commis¬ 
sion has already been reorganised and 
the Fourth Plan is being recast to make 
it reflect more closely the priorities 
laid down in the election manifesto 
of the Ruling Party. The main em¬ 
phasis in the Plan would now be on 
promoting agricultural transformation 
and creating new employment opportu¬ 
nities. There are indications of prag¬ 
matism in the Government’s industrial 
policy. There has been some liberali¬ 
sation of licensing procedure and the 
import policy has also been liberalised. 
But it is necessary to extend this libera¬ 
lisation further in order to utilise 
effectively the entrepreneurial ability 
and resources available in the country. 

The current tendency to resort to 
or recommend indiscriminate expan¬ 
sion of the public sector is distorting 
our economy and creating an atmos¬ 
phere of uncertainty all around. 

There is no question of opposing 
nationalisation of any industry on 


ideological grounds. The public sector 
today, with an investment of over Rs 
3.000crorcs, is beingrunat a loss. This 
investment should have ordinarily 
yielded a return of at least 10 per cent, 
which means it should have earned a 
profit of about Rs 300 crores. Further, 
it should have paid an equal amount 
in corporate taxation. Thus, even if 
we forget further expansion and deve¬ 
lopment, the Government should have 
received about Rs 600 crores as revenue 
from the public sector. But, instead, 
the tax-payer today has to pay more to 
compensate for the loss being incurred 
by it. 

Budget 

Against this background, the Union 
Budget for the current year, with its 
massive increase of Rs 205 crores in 
the tax burden coupled with an oveiall 
deficit of Rs 235 crores, reflects only 
the concern with raising revenue to the 
exclusion of all considerations of re¬ 
quirements of growth. 

Taken together with the indirect taxes 
imposed, the budget is bound to add 
to inflationary pressures and hinder 
growth and investment. 

Iron and Steel Industry 

One of the major problems confront¬ 
ing the country’s industrial develop¬ 
ment is the steel shortage which has 
seriously inhibited the growth of all 
steel-based activity. The shortage is 
more pronounced in flat products and 
structurals which are the basic raw 
material of engineering industries. 
Apart from the engineering industries 
being starved of their vital raw' ma¬ 
terial, the steel shortage has also caused 
a severe setback to the export of en¬ 
gineering goods at a time when the 
country is on the threshold of a major 
breakthrough in this field. In the last 
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fifteen years, exports of engineering 
goods have gone up from a mere Rs 
5 crores to Rs 115 ctores in 1969-70. 
But the steel shortage has had a debili¬ 
tating effect and the earlier momentum 
has been lost. In 1970-71, the export 
achievement of the industry fell short 
of the target of Rs 140 crores. 

The deteriorating condition of the 
steel industry has precipitated a major 
crisis. Whereas the combined rated 
capacity of the country's five integra¬ 
ted steel plants -three in the public 
sector and two in the private sector- 
rose from 7 7 mdlion tonnes ingot in 
1966-67 to 8 9 million tonnes in 1968- 
69, at which level it has remained stag¬ 
nant since, the production has been de¬ 
clining consistently. The highest-e\er 
recorded production of steel was in the 
year 1966-67 (during the period of in¬ 
dustrial recession!) at 6.6 NIT ingot and 
5 MT of litiished steel. It declined to 
6.1 MT ingot and 4 7 MT of finished 
steel in 1970-71. This shortfall is rnai ’- 
|y due to a poor utilisation of the pub¬ 
lic sector steel plant capacities. 

I referred last year to the necessity 
of licensing nnre electric arc-furnace- 
cum-continuous casting units. The 
proposition is commendable for the 
most practical combination of a short¬ 
term need and a long term startegy 
The Government deserves to be com¬ 
plimented on their recent decision to 
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allow the setting up of nine scrap- 
based electric steel plants which. When 
work ing to full capacity, will be produc¬ 
ing 440,000 tonnes of billets and ingots. 
The Ministry of Steel has still more 
proposals for such units under consi¬ 
deration. 

These electric steel plants will be 
making use of the continuous casting 
process which eliminates the ingot mak¬ 
ing operation. The Heavy Engineering 
Plant at Ranchi, which is designated as 
the indigenous source of such equip¬ 
ment, has i>o far not manfuactured even 
a single unit. The equipment will there¬ 
fore have to he imported for the 
present. In this connection, I may refer 
to my suggestion made last year to 
permit other engineering work> in the 
country, which already have the neces¬ 
sary facilities, to mmufucture continu¬ 
ous casting machines and thereby save 
a considerable volume of foreign ex¬ 
change The Government should seri¬ 
ously consider this proposal. 

Another suggeslion I made last year 
related to the setting up of plants for 
(he manufacture of sponge iron which 
cm effectively replace steel scrap for 
use in electric arc furnace*. Sometime 
ago, the Gov ^rrunent took the welcome 
step of regulating the export of scrap 
in view of the needs of the electric steel 
industry within the country itself. 
However, considering the increasing re¬ 
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quirement of this industry not only to 
produce more steel but,what is equally 
important, to turn out quality steel, 
sponge iron is a suitable substitute. The 
three units recently licensed for setting 
up sponge iron plants, even when work¬ 
ing to rated capacity, will meet only a 
part of the total requirement of the in¬ 
dustry. What is needed therefore is to 
allow the electric furnace units to set up 
their own sponge iron plants to meet 
their raw material requirement. 

The production of rerollers declined 
from 22.8 per cent of the national total 
of finished steel in 1967^68 to 16 per 
cent in 1969-70 on account of the in¬ 
adequate billet supply. The industry 
is highly labour-intensive and employs 
about 80,000-100,000 persons ir* wide¬ 
ly dispersed areas, ft also meets local 
engineering and consumer demands in 
small lots which cannot be convenient¬ 
ly supplied by the Main Producers. The 
urgency for helping the industry over¬ 
come its problem of billet shortage can/ i 
therefore be hardly overemphasized. 

31 st July 1971 Kamaloayan Bajaj 

4 Chairman 

Note: This Joes not purport to he a 
record of the proceedings of the 33 rd 
Annual General Meeting which will be 
held in Bombay on September 7, 1971. 


THE ORIENTAL FIRE AND GENERAL 
INSURANCE COMPANY LIMITED. 

Speech on the Report and Accounts, 1970 
By Shri T. A. PAI 


Gentlfmen, 

1 have great pleasure in welcoming 
you all to the Twenty-third Annual 
General Meeting of the Company. 

The Report, Accounts and Balance 
Sheet in respect of the year ended 31st 
December, 1970 are already in your 
hands and with your permission I pro¬ 
pose to take them as read. 

Before dealing with the Company’s 
results of the year’s working, [ would 
like to make a reference to the promul¬ 
gation on 13th May, 1971 by the Presi¬ 
dent of India of an Ordinance to provide 
for the taking over of the management 
of General Insurance Business, pend¬ 
ing nationalisation of such business. 
The said Ordinance has since been re¬ 
placed by the General Insurance (Emer¬ 


gency Provisions) Act, 1971. No 
Custodian has, however been appoin¬ 
ted to take over the management of 
the business of our Company and your 
Board of Directors and the General 
Manager continue to look after the 
affairs of the Company as agents of the 
Central Govemmeirit under Section 3 
of the General Insurance (Emergency 
Provisions) Act, 1971. 

Coming now to the results of the 
Company during the year 1970, the 
gross direct premium of the Company 
has gone up by Rs. 51.31 lacs over the 
previous year. The profits of the Com¬ 
pany have gone up from Rs. 116.51 
lacs in l969toRs r 174.83 lacs. After 
making provision for taxation, there is 
a surplus of Rs. 84*83 lacs which 
amount has been transferred to General 


Reserve. Asa result oft he year's opera¬ 
tion the Funds have increased by Rs. 
72.09 lacs. 

The overall claims ratio has improved 
from 58.67% in 1969 to 58.59% in 
1970. 

The overall ratio of expenses of 
management including commission to 
net premium is 35.04% as against 
33.40% in 1969. The increase is main¬ 
ly due to revisions in the salaries of the 
employees. 

The Company's investments on 31st 
December. 1970 aggregates Rs 1163.41 
lacs as against Rs 1035.24 lacs on 31st 
December, 1969. 

Your Directors recommend dividend 
at the rate of 25% (subject to deduction 
of tax) which, if approved by you, will 
be paid out of the General Reserve. 

In conclusion, I would like to express 
my thanks to all our buisness connec¬ 
tions, both in India and abroad, who 
have continued to extend us their sup- 
port. I would also like to*extend my 
thanks tothe officers, field workers and 
staff for their sincere and loyal work. 

N.B. :This does not purport to be a 
record of the proceedings of the 
Annual General Meeting. 
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Save 

with 

grace 

Linoleum floor-coverings are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs.... 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to clean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

The versatile floor-covering ■ For better living 

India Linoleums Ltd., 
P.O. Birlapur, 24 Parg&nas, West Bengal. 




400 


EASTERN ECONOMIST 


RECORDS AND STATISTICS 

Modifications in Credit Policy 


Tub RESERVFBank of India has modi¬ 
fied, to some extent the provisions 
of its controls on advances against 
cotton, foodgrains and oilseeds and 
vegetable oils (including vanaspati) 
in view of the present and prospective 
supply position of these commodities 
and the need for an adequate distribu¬ 
tion of credit for production and mar¬ 
keting purposes. These are the only 
commodities which are now subject to 
selective credit control by directive. 

In regard to foodgrains no major 
modifications have been made in res¬ 
pect of the control on advances against 
paddy and rice, coarse grains and 
pulses. Advances against foodgrains 
other than maize and barley made 
against official warehouse receipts 
would also continue to be subject to 
a minimum margin of 40 per cent. 
The prescribed ceilings for bank ad¬ 
vances anti additional limit of Rs 
25,000 for each new branch opened 
since January 1, 1970 against paddy 
and rice and other foodgrains men¬ 
tioned above, will also continue. 

Removal of Ceiling Control 

The Bank ha<, however, removed the 
ceding control on advances against 
wheat in view- of the comfortable supply 
and price position of wheat; such ad¬ 
vances would, however, continue to be 
subject to the* existing restrictions re¬ 
lating to the minimum margin of 50 
per cent and the minimum rate of inte¬ 
rest of 10 per cent. Maize and barley 
have been completely exempted from 
control; barley had earlier been exemp¬ 
ted from margin and ceiling control in 
April 1970. The ban on advances 
against rice to manufacturers of puffed 
rice in Maharashtra has been removed. 

Advances against rationed food- 
grains granted to wholesale and ictail 
dealers appointed/lieensed by govern¬ 
ment and operating under statutory 
rationing/fair price distribution system 
in all the states and union territories 
have also been exempted from the pro¬ 
visions of the directive. 

The Reserve Bank has advised banks 
to use the utmost caution in supeivising 
the use of credit limits against food- 
grains and to ensure that fresh credit 
facilities are extended, as far as possi¬ 
ble, only to new small borrowers, 
particularly in the relevant growing 
areas. 

The minimum rate of interest on 
advances against all foodgrains except¬ 
ing maize and bailey will, however, 
continue at 10 per cent per annum. 

The control on advances against oil¬ 


seeds and vegetable oils including 
vanaspati will now be applicable only 
in respect of groundnut, mustardsccd/ 
rapeseed, castorseed and linseed, oils 
thereof and vanaspati, and all othci 
oilseeds and vegetable oils will be com¬ 
pletely exempt from credit controls. 
The minimum margin in respect of the 
specified commodities will continue at 
75 per cent except for mustardseed/ 
rapeseed which will continue at 60 per 
cent as at present. The existing ceiling 
control also remains unchaged for the 
above oilseeds except for mustardseed/ 
rapeseed which are already exempt 
from ceiling control. 

The minimum maigin on advances 
against vegetable oils specified above 
to vanaspati manufacturers will be: 
40 per cent of the value of stocks of 
such oils equivalent to six weeks’ con¬ 
sumption for factories located in the 
eastern zone, 50 per cent for factoiies 
in the northern zone against oil stocks 
equivalent to six weeks* consump¬ 
tion and 50 percent for factories in the 
southern and western zones against 
oil stocks equivalent to four weeks' 
consumption. The base period for 
working out the average of weekly 
consumption of vegetable oils by 
vanaspati manufacturers in the lour 
zones have been shifted from October 
1969-March 1970 to October 1970- 
March 1971. 

Modification of Margin Controls 

At present, advances against vege¬ 
table oils including vanaspati to regist- 
tered oil mills and vanaspati manufac¬ 
turers are exempt from ceiling control. 
Advances other than such advances will, 
however, continue to be subject to ceil¬ 
ing control which is prescribed at 70 
per cent of the 1967 levels. Besides this, 
an additional limit equivalent to 15 
per cent of the level of advances in the 
respect of (i) oilseeds, and (ii) vegetable 
oils, including vanaspati. Banks have 
also been advised that such additional 
limits in respect of the above-men¬ 
tioned commodities are allocated, as 
far as possible, to new small borrowers, 
particularly in producing areas and to 
parties not having permitted limits ear¬ 
lier, particularly oil mills in the unorga¬ 
nised sector. The concessions/ exemp¬ 
tions from, margin and ceiling control 
given earlier will continue. 

Advances against controlled oil¬ 
seeds and oils thereof and vanaspati, 
that is, those mentioned above, will 
continue to be subject to the minimum 
rate of interest 12 percent per annum. 

As regards cotton, with a view to 
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ensuring adequate credit to cotton 
mills for buying and stocking raw cot¬ 
ton, the Reserve Bank of India has also 
modified, to some extent, the existing 
margin control on advances against 
cotton and kapas by (i) increasing by 
two weeks the period of stock consump¬ 
tion in respect of the specified catego¬ 
ries of mills, and (ii) extending further, 
the exemption from selective credit 
control of advances made in two more 
states. Thus, with effect from August 
3, 1971 the minimum margin for mills 
other than those in Bombay and 
Ahmedabad would be 2!Lper cent for 
stocks equivalent to eight weeks* con¬ 
sumption, 40 per cent for stocks of 
eight to ten weeks and per cent for 
stocks beyond ten weeks. Besides, the 
margin for government owned/mana¬ 
ged/run mills would be 20 per cent in 
respect of stocks equivalent to eight 
weeks’ consumption and 35 per cent 
for a higher level of stocks. 

Advances against cotton,foodgrains, * 
oilseeds, vegetable oils and vanaspati 
made in Himachal Pradesh and Orissa 
are also exempted, as also in the states 
of Assam, Meghalaya, Nagaland and 
Jammu & Kashmir and the union 
territories of Manipur, NEFA and 
Tripura. 

(Summary charts rclavent to direc¬ 
tives are given on Pages 401-405.) 
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SUMMARY OF THE PROVISIONS OF THE DIRECTIVE TO SCHEDULED COMMERCIAL BANKS ON ADVANCES 

AGAINST FOODGRA1NS—AS ON AUGUST 10,1971 


Minimum Margin Minimum Rate Level of Credit* Exemptions 

of Interest 


1. 25 per cent on advances: 10 per cent 

(i) to the duly appointed agents of the per annum 

Food Corporation of India against for ail 
stocks held as agents, Parties 

(ii) to roller flour mills for wheat pur¬ 
chased from the FCI. 


2. 35 per cent on advances: 

(i) against paddy to rice mills; (ii) 
against stocks of foodgrains other 
than paddy & rice to foodgrains 
processing units (other than rice 
mills) located at centres with a 
population of 50,000 or below for 
stocks equivalent to four weeks' 
consumption of such units. 


3. 40 per cent on advances against official 
warehouse receipts covering stock 
of foodgrains. 


4. 50 per cent on all other advances. 


Ceiling for each two-month 
period commencing from 
July-August 1971. 

100percent of the average 
aggregate level of credit 
maintained in the corres¬ 
ponding two-month period 
in 1970 (separately in res¬ 
pect of advances against (i) 
paddy & rice and(ii) other 
foodgrains (i.c. other than 
paddy & rice, wheat, maize 
and barley). 


Additional Limit: 

Combined limit of Rs 
25,000 for advances against 
any one or both the two 
groups of foodgrains stated 
above for each new branch 
opened on orjaftcr January 1, 
1970 at a centre with a po- 
population of 50,000 or 
below. 


1. The following types of advan¬ 
ces are completely exempted 
from control: 

(i) Advances in the states, of 
Assam, Meghalaya, Naga¬ 
land Jammu & Kashmir 
Himachal Pradesh and 
Orissa and the Union terri¬ 
tories of Manipur, NEFA 
and Tripura. 

(ii) Advances against the secu¬ 
rity of maize and barley. 
Advances to the Food Cor¬ 
poration of fndia (excluding 
advances granted to its duly 
appointed agents). 

Advances to state govern- 
mentsand millers and whole¬ 
sale dealers who are appoin¬ 
ted as procuring agents by a 
state government subject to 
the condition that such pro¬ 
curing agents are acting ex¬ 
clusively as agents of the 
concerned state government 
and are precluded from pur¬ 
chasing, distributing paddy 
or rice or converting paddy 
into rice on behalf of them¬ 
selves or other parties. 

) Advances against high yield¬ 
ing/hybrid seeds produced 
under contract with the Na¬ 
tional seeds Corporation 
Ltd, Delhi, or a state govern¬ 
ment or which bear the ccrti-» 
fication of the said corpora¬ 
tion or as the case may 
be, the concerned state 
government, or of any certi¬ 
fication agencies authorised 
under the Seeds Act, 1966 
and seeds notified under 
Section 5 of the said Act. 


(vi) Advances against rationed 
foodgrains granted to whole¬ 
sale and retail dealers ap¬ 
point cd/licenscd by govern¬ 
ment and operating under 
statutory rationing/fair price 
distribution system in all 
the states and union 
territories. 

(vii) Advances granted to Whole¬ 
sale Consumers' Co-opera¬ 
tive Store and state and 
national federations of con¬ 
sumers' co-operatives. 

(viii) Advances granted to co¬ 
operative societies duly re- 

• gistered or deemed to be re- 

*In the state of Maharashtra, credit against paddy & rice, jowar and nagli (ragi) is completely banned except to (i) traders dealing in food- 
grains licensed, by the government of Maharashtra, for distribution of paddy and rice, jowar and nagli (ragi) in Maharashtra and (ii) manufa¬ 
cturers of pufTcd riceagainst the security of rice. Advances as at (i) and (ii) would however, be subject to the provisions relating to minimum 
margin, rate of interest and ceiling controls. 
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Minimum Margin 


Minimum Rate Level of Credit* Exemptions 

of Interest 


gistered under the Maha¬ 
rashtra Co-operative socie¬ 
ties Act 1960 and duly autho¬ 
rised by the Distri ct Collec¬ 
tors in the state of Maha¬ 
rashtra to deal in paddy and 
rice, jowar and nagli (ragi). 
(ix) Advances against the secu¬ 
rity of or by way of purchase 
or discount of demand docu¬ 
mentary bills drawn in 
connection with the move¬ 
ment of loodgrains. 

2. Advances directly granted to 
farmers and to primary co¬ 
operative societies for ex¬ 
tending credit to their culti¬ 
vator-members against food- 
grains which represent an ex¬ 
tension of advances grantejl 
earlier against the standing- 
crop for a period of two 
months from the date of 
harvesting the said crop pro¬ 
vided that the amount of 
such credit limit" does not 
exceed Rs 2,500 per farmer or 
the amount of the crop loan 
outstanding, whichever is 
lower are exempted from 
margin and ceiling controls. 

3. The following types of advances 
are exempted from ceiling 
control: 

(i) Advances against wheat to 
all parties. 

(ii) Advances against foodgrains 

* other than paddy Sc rice to 

foodgrains processing units 
such as dal mills (but other 
than rice mills) at centres 
with a population of 50,000 
or below. 


A SUMMARY OF THE PROVISIONS OF THE DIRECTIVE TO SCHEDULED COMMERCIAL BANKS 
ON ADVANCES AGAINST GROUNDNUTS AND OTHER OILSEEDS VIZ. RAPESEED/ 
MUSTARDSEED, CASTORSEED AND LINSEED—AS ON AUGUST 10,1971 


Minimum Margin Minimum Rate Level of Credit Exemptions 

of Interest 


1. 75 per cent separately on ad¬ 
vances granted against (i) gro- 
tinduts & (ii) other oilseeds' 

\ iz.nca^torNeed and linseed, 
other than the following: 


2. 60 per cent on 

Advances against rapcseccl 
mustardseed. 


12 per cent per 
annum for ad¬ 
vances again', t 
(he security of 
groundnut, rape- 
seed/mustard- 
seed, castorseed 
and linseed. 


For each two-month period 1. Following types of advances are 
commencing from July- completely exempted from control: 
August 1971, separate ceil- (a) Advances to all'par ties in the states 


ing for each of (i) ground- 
nuts(ii) 'other oilseeds’viz. 
linseed and castorseed: 


70 per cent of the average 
aggregate level of credit (b) 
maintained during the cor¬ 
responding two-month 
period in 1967. 


of Assam, Meghalaya, Nagaland, 
Jammu Sc Kashmir, Himachal 
Pradesh and Orissa and the union 
territories of Manipur, NEFA and 
Tripura. 


Advances against the 
oilseeds other than 
mustardseed/rapeseed, 
and linseed 


security of 
groundnut, 
castorseed 

(Contd.) 
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Minimum Margin Minimum Rate Level of Credit Exemptions 

of Interest 


3. 25 per cent on— 

Advances against stocks of con¬ 
trolled edible oilseeds viz. ground¬ 
nut and rapeseed/mustardseed, 
equivalent to two months' 
consumption of each mill in 
Bihar and West Bengal. 


Additional Limited 

15 per cent of the average 
aggregate level of credit 
maintained during the 
corresponding two-month 
period in 1970 for granting 
credit in oilseeds producing 
areas and/or for accommo¬ 
dating new parties. 


(c) Advances to the Food Corporation 
of India and the State Trading Cor¬ 
poration. 

(d) Credit limits in favour of exporters 
of oilseeds, de-oiled and/or defatted 
cakes in respect of oilseeds and/or 
extractions of oilseeds in respect 
of specific firm export contracts and/ 
or against export bills. 

(e) Advances to the Wholesale Con¬ 
sumers' Co-operative Store and the 
state and National Federations of 
Consumers’ Co-operatives. 

(f) Advances against the security of or 
by way of purchase or discount of 

_ demand documentary bills drawn 
in connection with the movement of 
oilseeds. 


II. Advances against rapeseed/mustard¬ 
seed are exempted from ceiling 
control. 


A SUMMARY OF THE PROVISIONS OF ^HE DIRECTIVE TO SCHEDULED COMMERCIAL BANKS ON ADVANCES 
AGAINST VEGETABLE OILS (VIZ. GROUNDNUT OIL, RAPESEED/MUSTARDSEED OIL, CASTORSEED OIL 

AND LINSEED OIL) & VANASPATI—AS ON AUGUST 10, 1971) 


Minimum Margin Minimum Rate Level of Credit Exemptions 

of Interest 


1. 75 per cent on advances against 
groundnut oil, rapeseed/mustard¬ 
seed oils, castorseed oil and lin¬ 
seed oil and Vanaspati other 
than the following: 

2. 25 per cent on advances against: 
stocks of oils processed from 
linseed oil and castorseed oil 
for use of industrial raw material 
by factories in Bihar and West 
Bengal. 


On advances to vanaspati manu¬ 
facturers against controlled vege¬ 
table oils mentioned in I above: 

3. 40 per cent on advances against 
stocks of such oils used as raw 
material equivalent to six weeks' 
consumption of each factory 
located in eastern zone, worked 
out on the basis of average of 
weekly consumption during 
October 1970 to March 1971. 


4. 50 per cent on advances against 
stocks of such oils used as raw 
material equivalent to six weeks’ 
consumption of each factory 
located m northern zone, and 

5. 50 per oent on advances against 
stocks of such oils used as raw 
materials equivalent to four weeks’ 
consumption of each factory in 
southern and western zones: 


12 per cent per an- Ceiling for each two-month 
num for advances period commencing from 
against the secu- July-August 1971 in lcspect 
rity of ground- of groundnut oil, rapeseed./ 
nut oil, mustard- mustardseed oils,castorseed 
seed/rapeseed oilandlinseedoil and vanas- 
oils, castorseed pati as follows: 
oil and linseed 

oil, and vanas- 70 per cent of the average 
pati. aggregate level of credit 

maintained during the cor¬ 
responding two-month 
period in 1967. 

Additional Limits 

15 per cent of the average 
aggregate level of credit 
maintained during the cor¬ 
responding two-month 
period in 1970 for utilis¬ 
ing as far as possible in oil¬ 
seed producing areas and/ 
or for accommodating new 
parties, particularly oil 
mills in the unorganised 
sector. 


T. Following types of advances arc 
completely exempted from control. 

(a) Advances in the States of Assam, 
Mcghalya, Nagaland, Jammu & 
Kashmir, Himachal Pradesh, Orissa 
and Union Territories of Manipur, 
NEFA and Tripura. 

(b) Advances against the security of 
vegetable oils other than groundnut 
oil, raustardseed/rapesccd oils, cas- 
torsecd oil and linseed oil. 

(c) Advances to the Food Corporation 
of India and the State Trading 
Corporation against the stocks of 
Vegetable oils, and vanaspati. 

(d) Advances against stocks of vanas¬ 
pati held by vanaspati manufacturers 

for being delivered to the Army 
Purchase Organisation in the Minis¬ 
try of Food and Agriculture, 
Government of India, in pursuance 
of contracts entered into with the 
said Organisation by said manu¬ 
facture! s. 


(e) Advances against stocks of vegetable 
oils and vanaspati in favour of ex¬ 
porters of de-oiled and/or de-fatted 
cakes in respect of specific firm 
export contracts and/or against ex¬ 
port bills. 

[Contd.) 
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Minimum Margin Minimum Rate Level of Credit Exemptions 

of Interest 


(0 Packing credit advances to the ex¬ 
porters of de-oiled and/or de¬ 
fatted cakes on the basis of firm 
export orders/letters of credit against 
the security of oilseeds and/or other 
raw material to the extent of the 
value of raw material required for 
producing cakes covered by the ex¬ 
port oreder, even though the value 
of the raw material exceeds the value 
of the relative export orders; 
Provided: 


The stock of oils mentioned in 
the foregoing paragraphs have 
to be worked out on the basis 
of average of weekly consump¬ 
tion during the period from 
October 1970 to March 1971 

For New Vanaspati Factories 

The basis is the average actual 
weekly consumption from the 
date of establishment, and. 

For Vanaspati Units likely to start 

Production in future : 

The margin is to be related to 
four to six week's requirement 
(as stipulated) depending on the 
located of the factory,based on 
oue-third of the average weekly 
productive capacity of the unit 
for the first six months and 
thereafter based on the average 
actual weekly consumption dur- 
r i n g t h e pr ece d i ng s i \ m o n t hs. 


(i) such advances to the extent of the 
value of by-product oil >hal! be ad¬ 
justed by the sale proceeds of the by¬ 
product oil or in cash as soon as 
the oil is extracted and the balance 
in the packing credit account shall 
be adjusted by the proceeds of the 
relative export bills, and 
(ii) advances against the by-product oil 
granted in a separate account are 
exempted for a period of 30 days 
from the date of advance. 

(g) Advances to Wholesale Consumers’ 
Co-operative Stores and Ihe State 
and National Federations of Con¬ 
sumers' Co-operatives. 

(h) Advances against the security of or 
by way of purchase or discount of 
demand documentary bills drawn in 
connection with the movement of 
vegetable oils and vanaspati. 


II. Advances against Vegetable oils and 
Vanaspati to Vanaspati Manufac¬ 
turers and registered oil mills are 
exempted from Ceiling control. 


A SUMMARY OF THE PROVISIONS OF THE DIRECTIVE TO SCHEDULED COMMERCIAL BANKS ON 
ADVANCES AGAINST COTTON AND KAPAS—AS ON AUGUST 10, 1971 


Minimum Margin Minimum Rate Level of Credit 

of Interest 


Exemptions 


To Mills 


A. For Weak Mills 12 per cent per 

/. Mills under Authorised Control - annum for all 

Ur: Mills under Chief Executive parties. 
Authority ; Government runt ownedj 
managed mills /authorised agencies 
including State Textile Corpora¬ 
tion ) 

0) 20 per cent for stocks of eight 
weeks' consumption, 

(ii) 35 per cent for stocks in 
excess of eight weeks' consum¬ 
ption. 

//. Financially week mills covered 
by Working Group vn Bank 


1. No. ceiling for advances 1 
to Mills. 

2. For Others: 1. 

Commencing from 
October 1970—January 

1971: 75 per cent of the 
peak level in the corres¬ 
ponding four-month 2. 
period in any of the pre¬ 
ceding three years viz., 

1969, 1968 and 1967. 3. 

Provided for the period 
June-September 1971 : 


The following types of advances are 
completely exempted from control : 
Advances in the states of Assam, 
Meghalaya, Nagaland, Jammu & 
Kashmir, Himachal Pradesh and 
Orissa and the union territories 
of Manipur, NEFA and Tripura. 
Advances against stocks of import¬ 
ed cotton and kapas. 

Advances against the security of 
stocks of exportable varieties of 
cotton viz. Bengal Deshi, Yellow 
Pickings, Zodas, Sweepings, etc. 
provided that firm export orders in 

(Cantfc 
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Minimum Margin Minimum Rate Level of Credit 

of Interest 


Exemptions 


Credit for Cotton Textile Industry 
(ii) Same as maintained perior 
to January 21, 1970 direc¬ 
tive for slocks of eight 
weeks’ consumption, 

(ii) 35 per cent for stocks in ex¬ 
cess of eight weeks’eonsum- 
ption. 

B. Other Mills 

I. Mills in States other than in 
Bdmbay , Ahmedabad and West 
Bengal 

(i) 25 per cent for stocks of 
eight weeks’ consumption 

(ii) 40 per cent for stocks between 
eight to ten week’s consumption, 

(iii) 60 per cent for stocks in ex¬ 
cess of ten week’s consump¬ 
tion. 

II. Mills in Bombay 8c Ahetndabacl 

(i) 25 per cent for stocks of 
six weeks’ consumption, 

(ii) 40 per cent for stocks bet¬ 
ween six to eight week's 
consumption. 

(iii) 60 pef cent for stocks in 
excess of eight week’s con¬ 
sumption. 

III. Mills in West Bengal 

(i) 20 per cent for stocks of 
ten weeks’ consumption, 

(ii) 35 per cent foi stocks in 
excess of ten weeks’ con¬ 
sumption, 

TO OTHERS 

A. For Oil Stocks (marketed prior 
to October 1970) of cotton and 
kapas:75 per cent 

B. For New Stocks 

(i) Marketed in October 1970— 
January 1971 

(a) 60 percent —October 
—January 1971 

(b) 60 per- cent—February 
1971—August 1971 

(c) 75 per cent—Thereafter 

(ii) Marketed in February 1971 — 
-May 1971 

(a) 60 per cent—February 
—May 1971 

(b) 60 per cent—June 1971 
September 1971 

(c) 75 per cent—Thereafter. 


respect of the stocks have been 
received by the parties and lodged 
with the banks. 

4. Advances in respect of pre-shipment 
credit for cotton exports, provided 
the advance is made in respect of a 
firm export order and is repaird on 
negotiation of the relevant export bill 
on shipment. 

5, Advances against the security of or 
by way of purchase or discount of 
export bills relating to export of 
cotton from India. 

6. Advances against the security of or 
by way of purchase or discount of 
demand documentary bills drawn in 
connection with the movement of 
cotton and kapas. 

II. Advances against cotton and kapas 
to manufacturers of surgical cotton 
(absorbent cotton wool), provided 
that such stock is held by the bor¬ 
rower for manufacture of surgical 
cot ton and not for resaleare exempted 
from margin and ceiling controls. 

III. The following types of advances are 
exempted from margin control: 

(i) Advances to cotton mills in res¬ 
pect of preshipment credit against 
such stocks of indigenous cotton 
and kapas as aie required for 
the manufacture of cotton textiles 
(including yarn) in respect of 
which firm export orders have 
received either directly by the 
mills or by the merchant-ex¬ 
porters through whom the mills 
arc exporting provided the con¬ 
tracts with merchant-exporters 
are registered with Cotton Tex¬ 
tiles Export Promotion Council. 
If firm export orders are received 
by the mills directly, the advances 
should be repaid on negotiation 
of the relevant export bill on 
shipment. 


(ii) Advances to sick mills in West 
Bengal and mills owned/mana¬ 
ged/run by the government of 
West Bengal or by its authorised 
agencies against the stocks equi¬ 
valent to ten weeks' consumption 
of each mill. 


75percentofthepeak level 
in the four-month period 
February—May in any of 
the three preceding years 
viz., 1969, 1968 and 1967 
(i.e. equivalent to permitted 
levels available in February 
—May 1971 period). 


(iii) Marketed in June 1971— 
September 1971 

(a) 6Cpercent— June 1971— 
September 1971 

(b) 60 pei cent —October 1971 
—January 1972 

(c) 75 per cent—Thereafter, 
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Indo-Nepal Treaty 


The tUfmy of trade and transit bet¬ 
ween India and Nepal signed recently 
at Kathmandu paves the way for 
smooth trading between the two 
countries, besides ironing out some 
differences o\et transit arrangements. 
According to this treaty, the 
government of India will provide access 
t\» the Indian market free of basic cus¬ 
tom,'- dutv and quantitatbe restrictions 
foi all manufactured articles containing 
not less than 90 per cent of Nepalese 
matci iaK or Nepalese and Indian 
materials As many as 16 articles Ime 
been listed in the protocol which if 
produced in Nepal and imported into 
India will be exempt from basic customs 
duty and quantitative restrictions. Full 
texts of the treaty and the protocol 
follow:- - 

Treaty of Trade and Transit between 
the Government of India and His Ma¬ 
jesty's Government of Nepal 

The Government of India and His 
Majesty's Government of Nepal (here¬ 
inafter referred to as the Contracting 
Parties), 

Being conscious *'f the need to forti¬ 
fy the traditional connection between 
the markets of the two countries, 

Being animated by the desire to 
strengthen economic co-operation bet¬ 
ween them, and 

Impelled by the urge to develop their 
economies for their several and mutual 
benefit, 

Have resolved to conclude a Treaty 
of Trade and Transit in order to expand 
trade between their respective territo¬ 
ries, encourage collaboration in eco¬ 
nomic development and facilitate tran¬ 
sit of trade with third countries, and 

Have for this purpose appointed as 
their Plenipotentiaries the following 
persons, namely. 

The Government of India 
Shri Lalit Narayan Mishra, Minister 
of Foreign Trade 

His Majesty’s Government of Nepal 
Shri Nava Raj Subedi, Minister of 
Industry and Commerce 
who, having cxchaiigc their full powers 


and found them good and in due form, 
have agreed as follows: 

TRADE 

Article I 

The Contracting Parties shall pro¬ 
mote the expansion and diversification 
of mutual trade in goods originating 
in the two countries and shall to this 
and endeavour to make available to 
each other commodities which one 
country needs from the other. 

Article II 

Both the Contracting Parties shall 
accord unconditionally to each other, 
treatment no less favourable than that 
accorded to any third country with res¬ 
pect to (a) customs duties and charges 
of any kind imposed on or in connection 
with importation and exportation, and 
(b) import regulations including quan¬ 
titative restrictions. 

Article III 

Notwithstanding the provisions of 
Article II and subject to such exceptions 
as may be made after consultation with 
His Majesty’s Government of Nepal, 
the Government of India, with a view 
to providing the primary producers of 
Nepal access to the Indian market, 
agree to exempt from customs duty and 
quantitative restrictions such primary 
products as are produced in Nepal 
and imported into India. 

Article IV 

Notwithstanding the provisions of 
Article II, and subject to such exceptions 
as may be made after consultation with 
His Majesty’s Government of Nepal, 
the Government of India agree to 
promote industrial development of 
Nepal through the grant on the basis of 
non-reciprocity, of specially favourable 
treatment to imports into India of in¬ 
dustrial products manufactured in Ne¬ 
pal in respect of customs duty and quan¬ 
titative restrictions normally applica¬ 
ble to them. 

Article V 

With a view to facilitate greater inter¬ 
change of goods between the two count¬ 
ries, His Majesty’s Government shall 
endeavour to exempt, wholly or parti¬ 
ally, imports from India from customs 
duties and quantitative restrictions to 


the maximum extent compatible with 
their development needs and protection 
of their industries. 

Article VI 

Payments for transactions between 
the two countries will continue to be 
made in accordance wit h their respective 
foreign exchange laws, rules and regu¬ 
lations. The Contracting Parties agree 
to consult each other in the event of 
either of them experiencing difficulties 
in their mutual transactions with a view 
to resolving such difficulties. 

Article VII 

The Contracting Parties agree to 
cooperate effectively with each other, to 
prevent infringement and circumven¬ 
tion of the law's, rules and regulations 
of either country in regard to matters 
relating to foreign exchange and foreign 
trade. 

TRANSIT 

Article VIII 

The Contracting Parties shall accord 
to "traffic in transit" freedom of transit 
across their respective territories 
through routes mutually agreed upon. 

Each Contracting Party shall have 
the right to take all indispensable mea¬ 
sures to ensure that such freedom, 
accorded by it on its territory, does not 
in any w r ay infringe its legitimate inte¬ 
rests of any kind. 

Article IX 

The term “traffic in transit’’ means 
the passage of goods including un¬ 
accompanied baggage across the terri¬ 
tory of a Contracting Party when the 
passage is a portion of a complete jour¬ 
ney which begins oi terminates within 
the territory of the other Contracting 
Party. The transhipment, warehousing, 
breaking bulk and change in the mode 
of transport of such goods as well as 
the assembly,disassembly or re-assemby 
of machinery and bulky goods shall not 
render the passage of goods outside 
the definition of “traffic in tran¬ 
sit” provided any such operation is 
undertaken solely for the convenience 
of transportation. Nothing in this arti¬ 
cle shall be construed as imposing an 
obligation on either Contracting Party 
to establish or permit the establishment 
of permanent facilities on its territory 
for such assembly, disassembly or re¬ 
assembly. 

Article X 

Traffic in transit shall be exempt from 
customs duty and from all transit duties 
or other charges except reasonable 
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Mysore hA9 1 pottage deal for entrepreneurs and Industrie Ifcfs. The Govt, of Mysore offers: □ Abundant low cost land, 
power, water, labour, a Healthy and attractive industrial, political and economic climate. □ Initial exemption from electricity 
tax. a Cash refund on sales tax paid on raw materials for 5 years from date of production. □ Wealth of natural resonrees. 
O Co-operative people at state and local level. People who want your industry in Mysore. 


And, Financial Assistance from Mysore State Financial 
Corporation is available to any industry engaged in 

• the manufacture, preservation or processing of goods, 

* the hotel or transport business * the generation or distri¬ 
bution of electricity * the development of a contiguous 
area of land as an industrial estate. 

MiS.F.C. has assisted 669 industries since 1959, and 
sanctioned loans totalling R$. 13.47 crores. 



An experienced and knowledgeable finance corporation, 
M. S. F. C. has the facilities and competence to undertake 
the financing of projects of widest scope and variety, in 
collaboration with Mysore Small Industries Corporation 
and the Small industries Service Institute which 
provide comprehensive assistance in locating land, 
buildings etc., for your industry. 


Par fufthaf rittilft eantaei t 

* MYSORE STATE FINANCIAL CORPORATION 

1/1 2nd Mifo Rm* MriMwnm, SANOALOKE-, 


ASAMWJ 
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Fashionable 

furniture fastidiously finished 

with abrasives from Carborundum Universal 



fum t6r*j coutttsy Spcncrr & Co. Ltd jmke/s ot furmtu e 


Abrasives shape am! finish a thousand everyday items. Furniture, for 
example. And Carborundum Universal manufacture the widest raptge of 
quality abrasives to help give the desired shape and finish to many things. 



CARBORUNDUM UNIVERSAL. LTD. 

Manufacturers of Quality Bonded and Coated Abrasives,, Abrasive Crains. Calcined Bauxite and Super Refrectoritf* 
• Madras 8 Calcutta ■ Bpmbay U Maw Delhi £ 

._ Servlce-conecloue suppliers ef basic tools lor industry - 
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charges for transportation and such 
other charges as are commensurate with 
the costs of services rendered in respect 
of such transit. 

Article XI 

For convenience of traffic in transit, 
the Government of India agree to pro¬ 
vide at point or points of entry or exit, 
on such terms as may be mutually 
agreed upon and subject to relevant 
laws and regulations prevailing in 
India, Warehouses or sheds for the 
storage of transit cargo awaiting cus¬ 
toms clearance before onward trans¬ 
mission. 

Article XII 

The procedure to be followed for 
traffic in transit to or from third count¬ 
ries is laid down in the Protocol hereto 
annexed. Except in case of failure to 
comply with the procedure prescribed, 
such traffic in transit shall not be sub¬ 
ject to avoidable delays or restrictions. 

Article XIII 

Passage of goods from one place 
to another in the territories of one 
Contracting Party through the teriito- 
rics of the other Party shall be subject 
to such arrangements as may be mutu¬ 
ally agreed upon. 

Article XIV 

The freedom of transit shall apply to 
goods required by each Contracting 
Party and to goods available for ex¬ 
port from that Party, but shall not ex¬ 
tend to the products of the other Cont¬ 
racting Party. Subject to such excep¬ 
tions as may be mutually agreed upon, 
each Contracting Party shall prohibit 
and take effective measures, and co¬ 
operate with the other, to prevent 

(a) re-expott$ from its territory to 
third countries of goods impor 
ted from the other Contracting 
Party and products which con¬ 
tain materials imported from the 
other Contracting Party exceed¬ 
ing 50% of the ex-factory value 

* of such products; 

(b) re-exports to the territory of the 
other Contracting Party of goods 
imported from third countries 
and of products which contain 
imports from third countries 
exceeding 50 % of the ex-factory 
value of such goods. 

Article XV 

In order to enjoy the freedom of the 
high seas, merchant ships sailing under 
the flag of Nepal shall be accorded, 
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subject to Indian laws and regulations, 
treatment no less favourable than that 
accord to ships of any qther foreign 
country in respect of miners relating to 
navigation, entry into gnd departure 
from the ports, use of ports and harbour 
facilities, as well as loading and un¬ 
loading dues, taxes and other levies, 
except that the provisions of this Arti¬ 
cle shall not extend to coasting trade. 

GENERAL PROVISIONS 

Article XVI 

Notwithstanding the foregoing pro¬ 
visions. either Contracting Party may 
maintain or introduce such restrictions 
as are necessary for the purpose of: 

(a) protecting public morals, 

(b) protecting human, animal and 
plant life, 

(c) safeguarding national treasures, 

(d) safeguarding the implementa¬ 
tion of laws relating to the im¬ 
port and export of gold and sil¬ 
ver bullion, 

(e) safeguarding such other inte¬ 
rests as may be mutually agreed 
upon. 

Article XVII 

Nothing in this Treaty shall prevent 
either Contracting Parly from taking 
any measures which may be necessary 
for the protection of its essential secu¬ 
rity interests or in pursuance of general 
international conventions, whether al¬ 
ready in existence or concluded here¬ 
after, to which it is a party relating to 
transit, export or import of particular 
kinds of articles such as opium or other 
dangerous drugs or in pursuance of 
general conventions intended to pre¬ 
vent infringement of industrial,, lite¬ 
rary or artistic property or relating to 
false marks, false indications of origin 
or other methods of unfair competi¬ 
tion. 

Article XVIII 

The Contracting Parties shall take 
appropriate measures to ensure that 
the provisions of this Treaty are effec¬ 
tively and harmoniously implemented 
and to consult with each other periodi¬ 
cally so that such difficulties as may 
arise in its implementation are resolved 
satisfactorily and speedily. 

Article XIX 

This Treaty shall come into force on 
the fifteenth day of August, 1971 and 
shall remain in force for a period of 
five years. It may be renewed for a fur¬ 
ther period of five years by mutual con¬ 
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sent, subject to such modifications as 
may be agreed upon. 

Done in duplicate in Hindi, Nepali 
and English languages all the texts being 
equally authentic, at Kathmandu on 
the thirteenth day of August, one thou¬ 
sand nine hundred and seventy one, 
corresponding to the twenty-eighth day 
of Shravana, Bikram Samvat two thou- 
sant and twenty eight. Incase of doubt, 
the English text will prevail. 

Sd/- L.N. Mishra Sd/-Nava Raj Subedi 
for the Govern- for His Majesty’s 

ment of India Government 
of Nepal. 

PROTOCOL TO THE TREATY OF 
TRADE AND TRANSIT BETWEEN 
INDIA AND NEPAL 

I. With reference to Article IV: 

1. The Government of India will 
provide access to the Indian market free 
of basic customs duly and quantitative 
restrictions, generally, for all manu¬ 
factured articles which contain not less 
than ninety per cent of Nepalese mate¬ 
rials or Nepalese and Indian mate¬ 
rials. 

Further, when such articles are manu¬ 
factured in small units in Nepal, the 
“additional duty" on these articles will 
be equivalent to the rates of excise duty 
applicable under the Indian Customs 
and Central Excise Tariff to articles 
produced in similar units in India. 

2. In the case of other manufactured 
articles in which the value of Nepalese 
material and labour added in Nepal is 
at least 50% of the cx-factory price, 
the Government of India will decide 
in each case the nature and extent of 
access, including tariff preferences, 
having regard to all relevant factors 
which have a bearing on the trade ill 
that article including the extent of third 
country materials used and the manner 
of obtaining them, the difference in the 
ex-factory cost of its production in the 
two countries, incentives provided di¬ 
rectly or indirectly and the the diffe¬ 
rences in the industrial ar.d trade poli¬ 
cies of the Contracting Parties. 

3. Where for social and economic 
reasons, the import of an item into 
India is permitted only through public 
sector agencies or where the import of 
an item is prohibited under the Indian 
Trade Control Regulations, the Govern¬ 
ment of India will consider any request 
of His Majesty’s Government of Nepal 
for relaxation and may permit the im¬ 
port of such an item from Nepal in such 
manner as may be found to be suitable. 

4. Procedures to determine the eligi¬ 
bility of industrial products to these 
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concessions and for the verification of 
the values of different components of 
Nepalese industrial products will be 
agreed upon mutuallv. 

5. For the purpose of calculation of 
import duties, customs valuation pro¬ 
cedures, as prescribed under the Indian 
Customs Act, will be followed. 

6. It is the understanding that for a 
fixed period of five years from the date 
on which the Treaty comes into force, 
the following transitional arrangements 
will be m id.' in regard to “additional 
duty'* collected by the Government of 
India m respxt of manufactured arti¬ 
cles other than those m mul'acttired in 
small umts:— 

Wherever it is established that lhe 
cost of production. of an article is higher 
in N:pal than the cost of production 
in a corresponding unit in India, a sum 
representing such difference in the cost 
of production, but not exceeding 25% 
of the additional duty collected by the 
Government of India, will be paid to 
His Majesty's Government of Nepal 
provided: 

(at such manufactured articles con¬ 
tain ivM less than ninety per cent 
cent of Nepalese and Indian 
materials, and 

(b) His Majesty's Government of 
Nepal have given assistance to 
the same extent to the (manu¬ 
facturer) exporter. 

7. It is also the understanding that, 
pending mutual agreement on proce¬ 
dures as envisaged in para 4 above, the 
following articles produced in Nepal 
and imported into India will be exempt 
from basic customs duty and quan¬ 
titative restiictions:— 

I. Matches, 2. Straw Board, 3. Jute 
goods. 4. Articles made of wood, 5. Vege¬ 
table oils, 6 Sugar. 7. Confectionery, 
other than chocolate, 8. Handicrafts, 
9. Preserved fruits, 10. Preserved vege¬ 
tables, II. Oil cakes including deoiled 
cakes, 12. Leather and leather goods, 
]3. Plywood. 14. Refined butter (Ghee) 
15. Cattle Feed. 16. Katha. 

H. With reference to Articles IJ and V: 

The Government of India will re¬ 
imburse to His Majesty's Government 
the excise and other duties collected 
by the Government of India on goods 
produced in India provided (i) such 
reimbursement shall not exceed the im¬ 
port duties and like charges levied by 
the Government of Nepal on similar 
goods imported from any other country, 
and (ii) tne Government of Nepal shall 
not collect from the importer of such 


goods so much of the import duty and 
like charged as is equal to the amount 
reimbursed by the Government of 
India. 

III. With reference to Article XI: 

I. The following warehouses and 
open space, or such other warehouses 
and open space as the Commissioners 
for the Port of Calcutta they offer in 
lieu thereof, shall be made available 
for the storage of transit cargo (other 
than hazardous goods) meant for tran¬ 
sit to and from Nepal through India 
in accordance with the procedure con¬ 
tained in the Memorandum to the Pro¬ 
tocol. 


( i) C jvered Accommodation 

Cilcutta Jetties—First floor of 
7 C.ilcut ta Jetty Shed covering an 
area of approximately 62,775 
sq. ft. 

Kidderpore Docks-—First floor 
of 25 Berth Kidderpore Dock 
Shed covei ing an area of appro¬ 
ximately 4S,000 sq. ft. 

King Geoge's Dock—Half of 
first fl >or of 2 Garden Reach 
Jetty Shed covering an area of 
approximately 47,000 sq. ft. 

(ii) Open Space 

West of New Traffic Building 
in King George’s Dock area 
abutting Circular Garden Reach 
Road covering an area of appro¬ 
ximately 10,000 sq. ft. 

2. The above storage facilities shall 
be given on lease by the Commissioners 
for the Port of Calcutta (hereinafter re¬ 
ferred to as the Commissioners) to an 
Undertaking incorporated in accor¬ 
dance with the relevant Indian laws and 
designated by His Majesty's Govern¬ 
ment oi* Nepal for this purpose. Such 
an Undertaking is hereinafter referred 
to as the Lessee. 

3. The terms of the leases to be en¬ 
tered into between the Commissioners 
and the “Lessee” shall conform 
to “Long-term Lease-Godown” and 
“Commercial Lease—Land—long term” 
of the Commissioners. The lease will 
be for twenty-five years. 

4. The lease rent shall be determined 
in accordance with the Schedule of Rent 
Charges as determined by the Com- 
missioner-in-mcetingfrom time to time. 

5. The transit cargo shall be subject 
to the levy of all charges by the Com¬ 
missioners in accordance with their 
Schedule of Charges in force from time 
to time. The transit cargo shall also* 


enjoy the same facilities as non-transit 
cargo in regard to free period as is 
provided in the Commissioners’ Sche¬ 
dule of Charges. 

6. The Lessee would be permitted 
to own and/or operate a number of 
trucks and barges in the Port Area in 
connection with the storage of cargo in 
transit in the said areas, subject to com¬ 
pliance with the normal rules and regu¬ 
lations applicable to trucks and barges 
plying in the Port area. 

7. The owner of goods may under the 

supervision of the proper officer of the 
Indian Customs: * 

(i) inspect the goods, 

(ii) separate damaged or deteriorated 
goods from the rest, 

(iii) sort the goods or change their 
containers for the purpose of 
preservation for onward trans¬ 
mission, 

(iv) deal with the goods and their 
containers in such a manner as * 
may be necessary to prevent loss 
or deterioration or damage to 
the goods. 

8. The warehouses shall, function 
during the normal working hours under 
the supervision of officers to be provi¬ 
ded by the Calcutta Custom House. 
Where, however, such functioning is 
necessary outside the office hours, 
officers for supervision would be pro¬ 
vided by the said Custom House on 
payment of the prescribed fees. 

IV. With reference to Article XII: 

I. All traffic in transit shall— 

(i) pass only through one of the 
following routes: 

(a) Calcutta—Galgalia 

(b) Calcutta—Jogbani 

(c) Calcutta—Bhininagar 
<d) Calcutta—Jayanagar 
(e) Calcutta—Raxaul 

(0 Calcutta—Nautanwa 

(g) Calcutta—Barhni 

(h) Calcutta—Nepalganj Road. 

(i) Calcutta—Gauri-Phanta 

(j) Calcutta—Banbasa 

provided that fertilzcrs imported 
by Nepal shall be allowed to 
pass through any other agreed 
route after prior intimation to 
the Indian Customs Officers. 
Provided further that these ro utes 
may be discontinued or new 
added by mutual agreement. 

(ii) comply with the procedure as 
set out in the memorandum 
annexed hereto; 

(iii) comply with any other detailed 
regulations which may be pres- 
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. cribed in mutual consultation by 
the Contracting Parties. 

2. Wherever enroute it becomes 
necessary to break bulk in respect of 
consignments in transit, such breaking 
shall be done only under the supervi¬ 
sion of the appropriate Officer of the 
Indian Customs. 

3. All goods intended lor removal 
in transit to Nepal, while in the process 
of removal to or from the warehouses 
or other storage places that may be 
leased out in Calcutta port for the 
storage of such goods and also while in 
storage or under the process of packing, 
sorting and separation etc. in such ware¬ 
houses or places, shall be subject to 
relevant Indian laws and regulations. 

4. Except in the case of 

(i) goods financed by authorised 
investment from abroad, 

(ii) good imported under official 
foreign aid. 

(iii) bonafide gifts and personal 
baggage, 

(iv) goods authorised to be financed 
from foreign exchange held 
abroad by the nationals of the 
respective Contracting Parties, 

imports from third countries will not be 
permitted by His Majesty’s Government 
of Nepal and facilities for movement 
of traffic in transit to Nepal shall not 
be available in respect of any goods un¬ 
less foreign exchange has been speci¬ 
fically authorised by His Majesty’s 
Government of Nepal for their import. 
His Majesty's Government of Nepal 
will not issue any import licence on the 
basis that the foreign exchange required 
for it will be arranged by the importer 
himself. 

5. The procedure in the foregoing 
paragraphs including the memorandum 
forming part of 1 (ii) above shall apfrly 
mutatis mutandis to road transport with 
the following modifications:— 

(a) Arms, ammunition and hazar¬ 
dous cargo shall not be allowed 
to be transported by road. 

(b) The trucks shall have a pilfer- 
proof container rivetted to its 
body, which is capable of being 
locked and sealed. The trucks 
shall be locked by locks of Indian 
Customs. 

(c) The individual packages shall 
be sealed by Indian Customs. 

(d) Laws and Regulations of State 
Governments through which 


trucks move shall be fully appli¬ 
cable. 

(e) If the truck breaks down, the 
nearest Customs Officer shall be 
approached with least possible 
delay. 

(T) Any other modifications that 
may be considered necessary 
after the procedurde for road 
transport has been in operation 
for a period of 3 months. 

V. With reference to Article XIII: 

It is agreed that for the movement of 
goods from one part of Nepal to an¬ 
other through Indian territory, the pro¬ 
cedure prescribed for export of goods 
from Nepal to third countries shall 
apply mutatis mutandis . Further, as re¬ 
gards the movement of baggage accom¬ 
panying a person travelling from one 
part of Nepal to another thi ough Indian 
territory, the Government of India shall 
prescribe a simplified procedure in res¬ 
pect of sue!) articles of baggage as the 
Government of India may : pecify as 
beir.g likely to be retained in India hav¬ 
ing regard to the diiTercnce in prices in 
Nepal and India and othir relevant 
factors. For other articles of baggage 
accompanying a passenger, movement 
shall be freely allowed. 

VI. The objective of Article XIV is 
to prevent deflection of the mutual 
trade of the Contracting Parties to 
third countries and to deal effectively 
with attempts to abuse the freedom of 
transit across the territory of either 
Contracting Party and with attempts to 
circumvent their respective foreign ex¬ 
change and trade control laws, rules 
and regulations. 

In pursuance of the aforementioned 
objective, the Contracting Parties will 
effectively co-operatate in the following 
ways:— 

1. The Contracting Parties will take 
steps to ensure that the products of 
either Contracting Party do not get re¬ 
exported to third countries from the 
territory of the other. With that aim 
in view, they will inter alia - 

(a) adopt appropriate measures so 
as to limit the exports to third 
countries to goods produced in 
their respective countries, 

(b) prohibit and take appropriate 
measures to prevent import from 
the tenitory of the other Cont¬ 
racting Party of goods the export 
of which from the other Con¬ 
tracting Party to its territory is 
prohibited. 

2. With a view to prevent abuse of 


the freedom of transit by interested 
elements, the Contracting Parties shall 
inter alia 

(a) regulate import of baggage (ac¬ 
companied and unaccompanied) 
and gifts, allowed for bonafide 
personal requirements, to ensure 
that consumer articles are im¬ 
ported in such reasonable quan¬ 
tities and values as will not be an 
inducement to diversion of such 
goods to the market of the other 
Contracting Party, 

(b) take steps to ensure that all im¬ 
ports, except the following, are 
covered by appropriate foreign 
exchange authorisation from its 
Central Bank: - 

(i) Bonafide personal baggage and 
gifts, 

(ii) Goods imported under official 
foreign aid. 

(iii) Goods financed by authorised 
investment from abroad, and 

(iv) Goods authorised to be financed 
from foreign exchange held 
abroad by the nationals of the 
respective Contracting Parties. 

3. Appropriate agencies of the Cont¬ 
racting Parties shall: 

(a) compile statistical and other 
information relating to the ob¬ 
jective mentioned in Article 
XIV and make these statistics 
and information available to 
each other, 

(h) exchange information regarding 
the measures taken by either 
Contracting Party in pursuance 
of the objective mentioned 
above. 

(c) hold periodical consultation 
with a view to remedying in¬ 
adequacies that may be found in 
statistical and other information 
which is exchanged and in the 
measures adopted for achieving 
theobjecjectives of Article XIV, 

(d) identify procedures which will 
help in the prevention of the 
deflection of trade. 

4. Appropriate investigational and 
enforcement agencies of the Cont¬ 
racting Parties shall develop mutual 
contact and cooperation, with a view to 
improving the efficiency of their res¬ 
pective investigations into allegations 
concerning offences against laws, rules 
and regulations relating to foreign ex¬ 
change and foreign trade prevailing in 
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their respective countries, la particular, 
the Customs Authorities of the two 
countries will hold periodical consul¬ 
tations with a view to curbing effectively 
deflection of trade between the two 
countries. On the basis of these con¬ 
sultations and recommendations, ap¬ 
propriate measures, including estab¬ 
lishment of Special Vigilance Units, 
will be taken by the Contracting Parties 
in their respective countries. 

5. The Joint Committee envisaged 
under Article XVfll shall: 

(a) consider the results of 
mutual contact and co-opera¬ 
tion referred tu in paras 2, 3 
and 4 above and resolve 
satisfactorily and speedily diffi¬ 
culties and problems as may arise 
m the implementation of the 
Treaty and suggest any further 
measures necessary to achiexe 
the objective for the considera¬ 
tion of the Contracting Parties. 

(b) reu’ew the step- taken and sug¬ 
gest such further action as might 
be necessary to secure the effi- 
cieticv of mutual contact and 
consultations. 

(c) consider all such matters as 
might be deemed to be necessary 
lor the effective implementation 
of Article XIV. 

VJ1. With reference to Article XVIII: 

It has been agreed to establish a 
Joint Review Committee, hereinafter 
referred to as the “Joint Committee”. 

2. The Government of India and His 
Majesty's Government of Nepal will 
nominate a senior officer each to serve 
on the Joint Committees. They will be 
assisted by such other officials, as may 
be required, from time to time. 

3. The Joint Committee shall meet 
in the months of January. April, July 
and October every year alternately in 
New Delhi and in Kathmandu, to secure 
harmonious and effective implementa¬ 
tion of ihe provisions of the Treaty. 
If for some reason, the Committee can¬ 
not meet in a scheduled month, the 
leaders of the two Contracting Parties 
shall inform thjr Governments and 
take immediate step.* to hold a meeting 
in the following month. If meetings 
cannot be held for two qua; ic: s conse¬ 
cutively, the Contracting Parties shall 
meet and hold discussions and may give 
such directions for the timely holding 
of the meetings of the Joint Committee, 
as they may deem fit. The Joint Comm¬ 
ittee will inter alia: 

(i) that market possibilities and re¬ 
source endowments arc identi- 
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tied and steps taken to further 
the growth of mutual trade; 

(ii) that difficulties, if any, in the 
supply of goods to each other are 
resolved to the mutual satisfac¬ 
tion of the Contracting Parties; 

(in) that items imported from the 
territory of one Contracting 
Party into the other are accorded 
the Most-Favoured-Nation treat¬ 
ment as also such other preferen¬ 
ces as have been given in terms 
of Ihe Treaty; 

(i\) that the restrictions maintained 
or introduced in providing access 
to the markets of either Contract¬ 
ing Party are consistent with the 
provisions of the Treaty; 

(v) that there is smooth flow of 
‘traffic in transit' through the 
agreed routes; 

(m) that there is effective co-operation 
in the prevention of infringe¬ 
ment and circumvention of fo¬ 
reign exchange and foreign trade 
regulations of either Contract- 
ting Party; 

(vii) that there is effective coopera¬ 
tion between the appropriate 
agencies of the Contracting Par- 
tics m terms of the provisions 
ii' the Protocol relating to Arti¬ 
cle XIV; and 

(vin) that difficulties which may be 
experienced are resolved expe¬ 
ditiously and satisfactorily to the 
mutual benefit of the Contract¬ 
ing Parties. 

MEMORANDUM 

In pur'.lance of a n d subject to the 
provisions of the Protocol to the Trea¬ 
ty of Trade and Transit, llis Majesty’s 
Government of Nepal and the Go¬ 
vernment of India agree that the fol¬ 
lowing detailed procedure shall apply 
lo traffic in transit: 

Import Procedure 

When goods arc imported from third 
countries for Nepal in transit through 
India, the following procedure shall 
be observed at the Indian port of entry 
(hereinafter called the Custom House): 

1. (a) Transit of consumer goods 
and specialized materials for consu¬ 
mer goods imported for Nepal shall be 
allowed against import licences issued 
by HMG. 

Note: l. His Majesty's Government 
will arrange to supply through the 
Indian Embassy at Kathmandu to the 
Collectors of Customs concerned, the 
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specimen signature of officer/officers 
who sign Nepal Government Import 
licences. It will also arrange to nave 
one copy each of import licences issued 
by it for such goods, sent direct to the 
Collector of Customs concerned. 

Note: II. This requirement will 
not apply in case of goods for the 
import of which into Nepal no licence 
is required under the Laws of HMG 
of Nepal. 

(b) Incase of goods other than those 
referred to in (a) above, the Royal 
Nepalese Consul General or Consul 
at Calcutta shall furnish the follow¬ 
ing certificate on the Cusroms Transit 
Declaration: — 

“I have verified that the goods speci¬ 
fied in this Declaration and of the 
quantity and value specified here in 
have been permitted to be imported 
by His Majesty’s Government of 
Nepal under Licence No. 
dated and that the re¬ 

quisite foreign exchange lor the im¬ 
port of these goods has been autho¬ 
rised under Nepalese Rashtra Bank 
Authorisation No. 
dated 

2. At the Custom House, the im¬ 
porter or his agent (hereinafter referred 
to as the importer) shall present a 
Customs Transit Declaration contain¬ 
ing the following particulars — 

(a) Ship's name. Rotation No. and 
Line No. 

(b) Name and address of the im¬ 
porter. 

(c) No., Description, Marks and 
Sciial Nos. of the packages. 

(d) Country of consignment/ori¬ 
gin, if different. 

(e) Description of goods. 

(0 Quantity of goods. 

(g) Value of goods. 

(h) HMG's import licence No. and 
date. 

(i) Route of transit. 

(j) A declaration at the end in the 
following words: — 

'T/We declare that the goods en¬ 
tered herein are for Nepal in transit 
through India and shall not be di¬ 
verted en-route to India or retained 
in India.” 

“I/We declare that all the entries 
made herein above are true and cor¬ 
rect to the best of my/our knowledge 
and belief.” 

(Signature) 

3. The importer shall book the goods 
at Railway Risk rate, and in cases 
where suen booking is not accepted 
by the Railways, shall insure the goods, 
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The amount for which the goods 
are booked or insured shall be equal 
to the market price of such goods in 
India with a stipulation that in the 
event of the goods specified in the 
Customs Transit Declaration not 
reaching Nepal, the c.i.f. price of the 
goods shall be payable to the importer 
and the balance amount to the Col- 
le<tor of Customs, Calcutta, provided 
that no such requirement will be neces¬ 
sary in respect of goods carried by air 
without transhipment en-routc or in 
such cases as may be mutually agreed. 

4. The Customs Transit Declaration 
shall be made in quadruplicate. All 
copies along with Nepal Import Li¬ 
cence, wherever required, shall be 
presented to the Custom House. The 
copy of the Nepal Import Licence so 
presented shall be compared by the 
Custom House with the copy received 
directly from HMG of Nepal. 

5. Consumer goods and specialized 
materials for consumer goods must be 
removed to Nepal Shed within three 
days of unloading thereof, if not al¬ 
ready put in wagons. 

6. The Custom House shall make a 
percentage examination of the goods 
to check whether the goods arc in accor¬ 
dance with the Customs Transit Dec¬ 
laration and conform to the import 
licence, wherever such licence is re¬ 
quired. Goods for Nepal as are co¬ 
vered by the said licence and arc also 
in accordance with the Custom Transit 
Declaration hall be approved for on¬ 
ward transmission. 

This right of examination shall not 
be exercised in the case of goods 
imported by Their Majesties and 
members ol the Royal family for their 
personal use. 

Note: The percentage examination 
referred to here means that a percen¬ 
tage of the total packages in a cop- 
signraent will be selected for examina¬ 
tion and not that a percentage of the 
contents of every one of the packages 
comprised in a consignment will be 
made. 

7. Except during a transitional pe¬ 
riod of three months or such exterded 
period as may be mutually agreed, 
traffic in transit shall be transported 
from the Customs port of entry to the 
border post in closed Railway wagons 
or in pilferproof containers (to be 
provided by the importer) which can 
be securely locked. The containers or 
wagons, as the case may be, shall be 
lccked and duly sealed after the above 
examination. Individual packages in 
such wagons or containers shall not 
be sealed except where consumer goods 
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or specialized materials for consumer 
goods are beins transported, or where 
the goods are to go to Nepal by a 
route where the railway line does not 
reach upto the last town on the bor¬ 
der. 

8. Where goods cannot be transpor¬ 
ted in closed wagons and have to be 
transported in open wagons or flats, 
detailed identifying particulars shall 
be recorded in the Customs Transit 
Declaration. 

9. After the Custom House is satis¬ 
fied as regards the checks contemplated 
in the preceding paragraphs, it shall 
endorse all the copies of the Customs 
Transit Declaration. The oiiginal 
copy shall be handed over to the im¬ 
porter. The duplicate and triplicate 
will be ^ent by post to the Indian Bor¬ 
der Customs Officer and the quadrupli¬ 
cate shall be retained by the Custom 
House. 

10. In case of any suspicion of pil¬ 
ferages, traffic in transit shall be sub¬ 
ject to checks by the Indian Customs 
during the period that they are in tran¬ 
sit, as may be necessary, particularly 
at the point of railway transhipment 
from broad-gauge to metre-gauge. 

11. On arrival of the goods in transit 
at the border railway station, the scal¬ 
ed wagons or the scaled containers, 
as the case may be, shall be presented 
to the Indian Customs Officer at the 
station, who shall examine the seals 
and locks and, if satisfied, shall per¬ 
mit the unloading or breaking of hulk, 
as the case may be, under his super¬ 
vision. The importer shall present the 
original copy of the Customs Transit 
Declaration duly endorsed bv the In¬ 
dian Custom House of entry, to the 
Indian Customs Border Officer, who 
shall compare the original copy with 
the duplicate and triplicate received 
by him by post and will, in cases 
where the seals and the locks 
on the wagons or containers and on 
the packages where required under 
para 6 are intact, identify the pack¬ 
ages with the corresponding Cus¬ 
tom Declaration and, if satisfied, will 
ensorse all the copies of the Declara¬ 
tion. In cases where the seals and 
locks on the wagons or on the con¬ 
tainers or on the packages are not 
intact, or there is suspicion otherwise, 
be may examine the contents. The 
Indian Customs Officer shall thereafter 
thiough such escorts or supervision 
as may be necessary ensure that the 
goods cross the border and reach 
Nepal. He, or in cases where there is 
an Indian Customs Officer posted 
light at the border, such officer will 
certify on the copies of the Customs 
Transit Declaiation that the goods have 
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cross into Nepal. The Indian Cus¬ 
toms Officer shall then hand over the 
original copy of the Customs Tiansit 
Declaration to the importer, send the 
duplicate to the Indian Custom House 
at the port of entry, send the triplicate 
to the Nepalese Customs Officer at the 
corresponding Nepalese post and after 
it is received back duly endorsed by the 
Nepalese Customs Officer, retain it 
for his records. 

12. If a consignment in transit is 
received at destination in more than 
one lot, the separate lots of the con¬ 
signment covered by one Custom 
Transit Declaration may be presented 
in separate lots and the Indian Custom 
Officet at the border shall release the 
goods so presented after necessaiy 
examination and check of relevant do- 
documents and goods and after mak¬ 
ing the necessary endorsement. In 
such a case, the Indian Customs Officer 
at the border shall send the triplicate 
copy of Customs Transit Declaration 
to the Nepalese Customs Officer at the 
corresponding Nepalese post only 
after release of the entire consignment 
as covered by the Customs Transit 
Declaration. 

13. In cases where the duplicate and 
triplicate copies of the Customs Tran¬ 
sit Declaration are not icceived at the 
Custom Office of exist, the Indian 
Customs Officer will, by telephonic or 
other quick means of communication 
with the Customs Office of entry, seek 
confirmation to ensure against delay 
and then on the basis of aforesaid con¬ 
firmation allow despatch of goods. 

14. The Nepalese Customs Officer 
shall: 

(i) endorse a certificate over his sig¬ 
nature and authenticate it under cus¬ 
toms stamp on the original copy of the 
Nepal import licence and the Customs 
Transit Declaration that the packages 
correspond in all respects with the 
particulars shown in the declaration 
and in all material respects with the 
Nepal import licence and that the goods 
have been cleared from Nepalese cus¬ 
toms custody lor entry into Nepal, 

(ii) return the original copy of the 
Declaration and the original copy of 
the Nepal import licence to the im¬ 
porter or his agent, 

(iii) return the triplicate copy duly 
endorsed to the authorised officer of 
Land Customs and Central Excise 
after the goods have crossed the Ne¬ 
palese border customs post. 

15. The importer will present to the 
Assistant Collector of Customs the 
original Customs Transit Declaration 
duly certified by the authorised officer 
of Land Customs and Central Excise 
and the Nepalese Customs Officer to 
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the effect that the goods have crossed 
into Nepal, The original Declaration 
should reach the Asistant Collector 
of Customs concerned within one 
month of the date on which tiansit 
was allowed at the Indian poit of im¬ 
portation, or such extended time as 
the Assistant Collector of Customs 
might allow. For every week or pari 
thereof delay in presenting the original 
Customs Transit Declaration duly certi¬ 
fied as above, the importer shall pay 
a sum of rupee one for every Rs 1000/- 
of the Indian market price of the goods 

Export Procedure 

When goods from Nepal are cleared 
from Nepalese Customs’ custody for 
export to third countries in transit 
through India, the exporter or his agent 
(hereinafter rcfcircd to as the exporter) 
shall be required to observe the follow¬ 
ing procedure at the corresponding 
Indian Border Customs Post: 

1. The senior-mo^ officer inchargc 
of the Nepalese Customs Office at the 
border shall furnish the following certi¬ 
ficate on the Customs Transit Declara¬ 
tion: - 

'‘I ha\c verified tint the goods speci¬ 
fied in this declaration and of the 
quantity and \alue specified herein 
have been permitted to be exported 
by His Majesty’s Go\eminent of 
Nepal under licence No. 
dated 

2. The exporter shall prepare the 
Customs Transit Declaration in quad¬ 
ruplicate and shall present it to the 
Indian Customs Officer at the Customs 
Post through which the goods are to 
enter India. The Customs Transit 
Declaration shall contain the follow¬ 
ing particulars: 

(a) Name and address if ihe ex¬ 
porter. 

(b) No., description, marks and 
serial Nos. of the packages. 

(c) Count.y to wheih consigned. 

(d) Description of goods. 

(e) Quantity ot goods. 

( ) Value of goods. 

(g) HMG's Export Licence No. and 
date 

(h; Counti) of origin of the goods. 

(i) Indian Customs Office of entry 
from Nepal. 

(j) A declaration at the end in the 
following words: 

*T/We declare that the goods en¬ 
tered herein are not of Indian ori¬ 
gin, are for export from Nepal to 
countries other than India, and shall 
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not be diverted en-route to India or 
retained in India.” 

“T/We declare that all the entries 
made above are true and correct to 
the best of my/our knowledge and 
belief." 


(Signatiue) 

3. The Indian Custom Officer at the 
point of entry into India shall make 
such examination of packages and 
the contents as may be necessary to 
check whether 

(i) the goods are in accordance with 
the Customs Transit Declaration, 

(ii) the goods are such as have been 
specified by the Government of Tndia 
as being liable to pilferage en-route 
having regard to the duty are restric- 
sions, if any, to which they are liable 
on import into India, 

(iii) goods are such as are dutiable 
or prohibited or subject to import 
regulations including quantitative rest¬ 
rictions when imported into India from 
Nepal, 

(iv) they are of origin as declared 
ill the Customs Declaration Form. 

4. After the necessary checks, the 
Indian Customs Officer at the border 
shall endorse all the copies of the 
Customs Transit Declaration. He 
shall hand over the original to the ex¬ 
porter and will send the duplicate and 
triplicate by post to the Collector of 
Customs, Calcutta. The quadruplicate 
shall be retained by him. 

5. In respect of goods specified in 
sub paia (ii) of paragraph 3 above, 
the exporter shall book the goods at 
Railway Risk rate, and in case where 
such booking is not accepted by the 
Railways, will insure the goods. The 
amount for which the good are booked 
or insured shall be equal to the 
market price of such coods in India 
with a stipulation that in the evert 
of the goods specified in the Customs 
Declaration not being exported from 
India, the c.i.f. price of the goods at 
the Indian border station shall be pay¬ 
able to the exporter and the balance 
amount to the Indian Customs Officer 
in charge of the Indian Border Sta¬ 
tion. provided that no such requiic- 
ment will be ne&ssary in respect of 
goods carried by air without tranship¬ 
ment en-route or in such cases as may 
be mutually agreed. 

6. Except during a transitional 
period of three months or such extend¬ 
ed period as may be mutually agreed, 
the goods specified in sub-paragraph 
(ii) of paragraph 3 above shall be trans¬ 
ported from the Indian Customs bor¬ 
der post to Calcutta port in closed 
Railway wagons or in pilfer-proof 
containers (to be provided by tne ex¬ 
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porters) which can be securely locked. 
The containers or wagons, as the case 
may be, shall be locked and duly sealed 
after the examinaton by the border 
Customs Officer. 

7. Where the goods cannot be sent 
in closed wagons and have to be trans¬ 
ported in open wagons or fiats, detailed 
description, particulars and specifica¬ 
tions thereof shall be recorded in the 
Customs Transit Declaration. 

8. After the Indian Customs Officer 
at the border is satisfied as regards the 
checks contemplated it*the preceding 
paragraphs, he shall endorse all the 
copies of the Declaration and where 
sealing has been done, give the neces¬ 
sary indication thereof on the rele¬ 
vant Customs Transit Declaration, and 
allow the movement of goods to Cal¬ 
cutta port. He shall hand over the ori¬ 
ginal copy of the Declaration to the 
exporter, send the duplicate and tripli¬ 
cate by post to the Collector of Cusc 
toms, Calcutta and retain the quadrup- # 
licate copy with him. 

9. In the case of any suspicion of 
pilferage, the goods specified in sub¬ 
para (ii) of para 3 above shall, 
while in transit through India, be sub¬ 
ject to such checks by the Indian 
Customs as may be necessary particu¬ 
larly at the point of Railway tran¬ 
shipment from metre-gauge to the 
broad-gauge. 

10. On arrival of poods at Calcutta 
port, the exporter shall present the ori¬ 
ginal copy of the Customs Transit 
Declaration duly endorsed bv the 
Customs border office to the Custom 
House. This copy shall be compared 
by the Custom House with the dupli¬ 
cate and triplicate received by it from 
the border. In case of goods which 
have moved under seals and locks, 
the Custom House shall check the 
seals and locks and where there is 
suspicion that they have been tem¬ 
pered with, will examine the goods to 
identify them with the corresponding 
Customs Transit Declaration. After 
the Custom House is satisfied about the 
identity of the goods, it shall permit 
the export of the goods and will, in 
the case of goods specified in sub 
para (ii) of para 3, ensure that these 
are duly shipped. .After the goods have 
been shipped, the Custom House shall 
endorse all the copies of the Customs 
Transit Declaration, hand over the 
original to the exporter and send the 
triplicate copy to the Indian Customs 
Border Officer and retain the dupli¬ 
cate. 

Note: This procedure or the facili¬ 
ties Contemplated under this will not 
apply to goods originating in Tndia. 
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